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Ar the unanimous invitation of the Council 
of the Society of Incorporated Accountants 
and Auditors, Sir James Martin and Mr. C. 
Hewetson Nelson are succeeding Mr. E. Cassleton 
Elliott and Mr. R. Wilson Bartlett as President 
and Vice-President of the Society in connection 
with the Fiftieth Anniversary Celebration of the 
Society’s foundation. It is unnecessary here to 
point out the services which have been rendered 
by Sir James Martin and Mr. Hewetson Nelson 
to the Society, as no doubt some reference 
will be made to them during the Jubilee 
Celebration, the programme of which appears 
in our columns. It would, however, be un- 
gracious if the official organ of the Society 
delayed an expression of thanks to Mr. 


Cassleton Elliott and Mr. Wilson Bartlett for 
the manner in which they have discharged the 
duties of their respective offices. We are dis- 
closing a secret which should not be confined to 
the Council when we say that Mr. Cassleton 
Elliott has worked assiduously to bring about 
the position which has arisen, 


The Board of Inland Revenue have agreed 
that, except in the case of obsolescence claims, 
the additional allowance of one-tenth for wear 
and tear under the provisions of Section 18 (2) 
of the Finance Act, 1982, need not be deducted 
in arriving at the written down value of the asset 
upon which subsequent allowances are based. 
Letters notifying this decision have been issued 
by Inspectors of Taxes. The text of one of these 
letters will be found in another column. 


The procedure indicated will be retrospective, 
and will operate from 1933-34, the first year when 
it would have become effective if the method now 
announced had been adopted from the beginning. 
While the concession will be welcomed, it may be 
noted that the saving of tax by the new procedure 
will not be very important. For example, on an 
asset of £10,000 and a 5 per cent. allowance for 
wear and tear, the annual benefit, with income 
tax at 4s. 6d. in the £, will never exceed £4 10s. 

Trustees of bankrupts’ estates should note the 
decision of the Chancery Division in the case of 
In re Coombes: ex parte Official Receiver v. The 
Trustee. This was the case of a second bank- 
ruptcy, and the point at issue was whether the 
trustee in the first bankruptcy was entitled to 
prove in the second bankruptcy for debts due to 
creditors in the first bankruptcy who had not 
submitted proofs because there were no assets 
and no prospect of a dividend. Sect. 39 (1) of 
the Bankruptcy Act, 1914, as amended by 
sect. 8 (1) of the 1926 Act, provides that in a 
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second bankruptcy ‘the trustee in the last 
preceding bankruptcy shall be deemed to be a 
creditor in respect of any unsatisfied balance of 
the debts provable against the property of the 
bankrupt in that bankruptcy.” When the 
matter came before the County Court Judge, he 
held that the unproved debts in the first bank- 
ruptcy could not rank in the second bankruptcy. 


The Official Receiver, who had acted as trustee 
in the first bankruptcy, appealed, but his appeal 
has been dismissed. Mr. Justice Clauson, in 
giving judgment, said the word “ provable ” 
must be treated as meaning “ properly provable,” 
and not as meaning debts which it was suggested 
might be proved. An order was accordingly made 
that the proof of the Official Receiver should be 
admitted only to the extent of the debts that had 
been proved, but that this would be without 
prejudice to the right of the Official Receiver to 
amend his proof in the second bankruptcy if and 
when further debts were admitted by him in the 
first bankruptcy, but so as not to disturb any 
dividends which had already been paid. 


An interesting point was decided in the recent 
case of Re Yagerphone Limited with regard to a 
claim made on behalf of debenture holders. The 
company had issued, as security for a loan, a 
debenture which contained a provision that it 
would become payable immediately in the 
event of execution being levied on the assets of 
the company. Within ten days of the issue of 
the debenture a creditor of the company levied 
execution, and repayment of the debenture was 
accordingly demanded and a receiver appointed. 
Shortly afterwards the company went into 
voluntary liquidation. Meanwhile, prior to the 
execution, a payment had been made to another 
creditor, but the liquidators subsequently ob- 
tained a refund of the amount so paid on the 
ground that it was paid with the intention of 
giving this creditor a preference over the other 
creditors. The receiver then claimed from the 
liquidators the amount repaid, although he 
admitted that he could not, as receiver, have 
enforced repayment. The matter came before 
Mr. Justice Bennett, who held that the claim 
failed as the grounds of the liquidators’ claim 
for repayment were that the payment was 
made within three months of the date of the 
liquidation, and as the debenture became payable 
prior to the liquidation, the amount in question 
was not an asset or even a contingent asset of 
the company available for the debenture holders. 


The first number of a new magazine entitled 
Examination Notes was published in the month 


of January. The editor is Mr. E. Westby-Nunn, 
B.A., LL.B., who is well known to accountant 
students as a lecturer. The magazine, which will 
be published on the second Monday of each month 
at the price of sixpence, is designed for the use of 
candidates preparing for accountancy and secre- 
tarial examinations, and will contain a summary 
of recent cases of importance which have appeared 
in the financial pages of the daily papers. There 
will also be short articles on points in law, accoun- 
tancy, economics, and secretarial practice, but 
there will be no long reports of lectures. The 
primary object is to provide examination candi- 
dates with current knowledge suitably condensed. 

From the annual report of the Incorporated 
Accountants’ Students’ Society of London and 
District which we publish this month, it will be 
seen that the members have been very successful 
at the examinations of the Parent Society. At 
the November sittings of last year they 
gained the first seven places in the Intermediate 
examination, and four out of the first five in 
the Final, whilst at the May examinations 
they obtained three honours places in the Final 
and two in the Intermediate. This, we imagine, 
constitutes a record. 


The insolvency records of the last three years 
reflect the general improvement in trade. The 
number of Receiving Orders and Administration 
Orders in Bankruptcy for the year ended Decem- 
ber 31st, 1934, was 8,669, and the number of 
Deeds of Arrangement was 1,959. These figures 
compare with 4,161 and 2,237 respectively for 
the year 1933, and show a substantial reduction 
under both heads. This follows a somewhat 
larger reduction in comparing the year 1933 
with 19382, and the drop in the two years amounts 
to 22 per cent. in the case of Bankruptcies and 
Administration Orders, and 81 per cent. in the 
case of Deeds of Arrangement. 

The annual report of the Chief Registrar of 
Friendly Societies under the head of “* Prosecu- 
tions ”’ discloses some rather extraordinary facts 
in relation to the accounts and audit of some of 
these societies in cases where the audit has been 
carried out by unqualified auditors. In one case. 
the secretary of two Lodges of Oddfellows failed 
to account for sums aggregating over £10,000. 
Legal proceedings were instituted, charging him 
with publishing a false balance sheet showing 
£7,800 invested in mortgages, and £300 in Hous- 
ing bonds, whereas the amount due on mortgage 
was £1,895 only, and the bonds had been paid off 
several years before... The Registrar states that 
as the defalcations had been spread over a number 


\) = 


° 


ao QQ ws ofS rio 0 


— =< © = Fj, rat thlUrhClUfte Ch OCU 


~~ me 


ee ee lhe 8 


ee 

v 

si 

s 
fe 

a4 le 
t 

: ti 
t 

d 

0 

fi 

. c 

is 

a 

a r 

t 

I 

¢ 


Marcu, 1935] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


195 


of years, it seemed to him to be an outstanding 
example of a case where frauds had been made 
possible by the gross inefficiency of the auditors. 
He accordingly caused summonses to be issued 
against them for aiding and abetting, the result 
being that they were fined £10 each with costs. 
Particulars of other cases of inefficiency by un- 
qualified auditors recorded by the Registrar will 
be found in another column. 

The Registrar states that there are cases in 
which audits by unqualified auditors are 
satisfactorily carried out, but that experience has 
shown that in the majority of cases audits per- 
formed by persons who have no technical know- 
ledge of accounting and auditing are unsatisfac- 
tory. Although in the past he has been reluctant 
to take proceedings in such cases, he considers 
that the time has come when it is his duty to 
do so. He further points out that no less than 70 
of the societies audited by unqualified auditors 
furnished accounts that were so obviously in- 
correct or incomplete that it was necessary to 
issue fresh forms of return to the secretaries 
and to warn them that unless proper returns were 
received he would have to consider the prosecu- 
tion of the societies and their responsible officers. 

It sometimes happens that it is impossible to 
get a quorum at a general meeting of a limited 
company by reason of the number required by the 
Articles to form a quorum being too large, or it 
may be through a number of the members being 
resident abroad. This happened in the case of 
Edinburgh Workmen’s Houses Improvement 
Company, Limited, where it was desired to call a 
meeting to pass a special resolution. After vainly 
endeavouring to solve the difficulty in various 
ways, the matter came before the Court. The Lord 
President said he thought that any irregularity 
in this connection could be cured if the consent 
of every shareholder could be obtained ; such, 
however, was not practicable in the case under 
consideration. 

His Lordship, however, found a solution in 
sect. 115 (2) of the Companies Act, 1929, which 
provides that if for any reason it is impracticable 
to call a meeting of a company in the manner in 
which meetings of that company may be called, 
the Court may of its own motion or on the 
application of any director or member of the 
company who would be entitled to vote at the 
meeting, order a meeting to be called, held and 
conducted in such manner as the Court thinks 
fit, and any meeting so called and held is to be 
deemed a meeting of the company duly called, 
held and conducted. The company was accord- 


ingly directed to hold a meeting and pass the 
special resolution under the provision that the 
quorum should be five persons personally present 
instead of thirteen, which would have been 
necessary under the provisions of the Articles. 

It is a popular belief that a cheque payable to 
one person and marked “ Not negotiable ” cannot 
be paid into the account of another person, but 
Mr. R. W. Jones in delivering the Gilbart Lectures, 
points out that this is not so. He says that a 
cheque payable to “A” and crossed “ Not 
negotiable,” may safely be collected for ‘* B’s ” 
account provided the bank is not aware of any 
fiduciary relationship between the two parties. 
The words “ not negotiable ” are addressed neither 
to the paying nor collecting banker as such, but 
constitute a warning to anyone who proposes to 
take the cheque as a holder for value. . 


The Lord Chief Justice at the opening of the 
Hertfordshire Assizes last month referred to the 
waste of time in taking down evidence in long- 
hand. He said those who at Nisi Prius (that is, 
a trial by jury before a single Judge) spend their 
lives writing down to dictation the copious evi- 
dence of a cloud of witnesses, are unable to 
understand why their time and attention cannot 
be saved by recourse to the assistance of a short- 
hand writer. “‘ As the matter stands at present,” 
his Lordship continued, “‘ a Judge finds it to be 
his duty to take a full note of a mass of chatter 
in twenty cases because one of them might 
conceivably go to appeal; in other words, he 
wastes time, energy, and, therefore, public money 
in discharging the mere task of a capable amanu- 
ensis.”” Concluding, he said, “‘ Give us the help 
of an official shorthand writer in every case at 
Nisi Prius, and you will soon have heard the 
last of the cry that His Majesty’s Judges are not 
in point of number sufficient.” 


The Magistrate at the Marylebone Police Court, 
dealing with the same question of waste of time 
in taking notes, said he proposed a change in 
procedure whereby the prosecution should, before 
the case opened, supply the clerk of the Court 
with a copy of proof or statement of the evidence 
to be given by witnesses. Instead of writing down 
the evidence in long-hand as the case proceeded, 
the clerk could follow the proof or statement, and 
any variation arising from the examination of 
witnesses would be corrected on the proof. 
Eventually, after cross-examination, the evidence 
would be read over to and signed by the witnesses 
as at present. He calculated that this procedure 
would effect a saving of nearly three hours in 
every four, which would often mean that a case 
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would be disposed of in one hearing instead of 
lasting with remands for a month. Concluding, 
he said he would welcome a ruling on the point 
by a higher authority, and in the event of the 
ruling going against his proposal he hoped that a 
Departmental Committee would be appointed to 
consider the matter. 

Incorporated Accountants’ Hall is to be 
flood-lighted on the occasion of His Majesty’s 
Silver Jubilee celebrations. This was announced 
in the House of Commons last month in answer 
to a question about the flood-lighting arrange- 
ments. 

The Comptroller and Auditor-General, in his 
report on the Revenue Department’s Appro- 
priation Account, states that the total amount of 
Income Tax and other duties written off as 
irrecoverable, or on grounds of equity or hard- 
ship, during the year ended March 31st, 1934, was 
£4,000,000, of which over £2,000,000 was in 
respect of Income Tax, £587,000 Sur-tax, and 
over £1,000,000 excess profits duty. An amount 
of £208,000 was remitted on account of poverty, 
and £281,000 on grounds of equity, leaving over 
£3,500,000 irrecoverable from other. causes, 
mainly bankruptcy and liquidation, and cases 
where liability could not be enforced or was 
insufficient to justify proceedings. 

An interesting comparison of the public debts 
of Great Britain and the United States has been 
made by the Guaranty Trust Company of New 
York. The comparison is based on official figures, 
and British currency is converted into dollars at 
the current rate of exchange. The result is that 
the total British debt works out at 44,990 
millions of dollars, equal to $967 per head of 
population, and that the American debt totals 
48,078 millions of dollars, equal to $882 per 
head of population. In making the comparison, 
however, it has to be borne in mind that whilst 
the British Budget is balanced, a considerable 
portion of the requirements of the United States 
Government is at present being provided out of 
borrowed money. 


Sir Basil Mayhew, speaking at a dinner of 
accountants recently, said that in Portugal a 
committee set up by the Ministry had reported 
that accountancy should be made a closed pro- 
fession, and that it should be grouped into three 
classes—book-keepers, accountants, and expert 
accountants. The classification, he thought, was 
a very good one, as accountancy to-day had 
- become a very highly skilled and advanced 
profession. 


A BILL OF SALE PROBLEM. 


THE difficulties so often encountered by trustees 
in bankruptcy in ascertaining whether a particu- 
lar instrument should have been registered, were 
once more demonstrated by the recent decision 
of the Court of Appeal in re Lovegrove : ex parte 
Applestone and Another v. The Trustee. 


Lovegrove had carried on business as a manu- 
facturer of furniture. In 1933 being short of 
capital, he approached Applestone, who agreed 
to advance him £5,094 upon the security of his 
book debts, and to form a sales company which 
was to purchase goods from Lovegrove at 10 per 
cent. less than invoiced prices as and when he 
found customers therefor, and to resell the goods 
to the customers. 

This company was subsequently incorporated 
with a capital of £100. Of the shares, 98 were 
allotted to Applestone, one to Lovegrove, and 
one to Applestone’s clerk. On the day on which 
the certificate of incorporation was issued, Love- 
grove mortgaged his book debts to the company, 
and received in return the loan of £5,094, which 
sum was paid to the company for the purpose by 
Applestone. By a further agreement, Lovegrove 
undertook to sell goods to the company on the 
terms referred to above, subject to a proviso 
that in any one year the profit made by the 
company out of such sales should not exceed 
£2,500, and that the company should not be 
called upon under the agreement to find more 
than £7,000. 


At the beginning of last month, a receiving 
order was made against Lovegrove, who was 
adjudicated bankrupt a few days later. The 
sales company had already collected the book 
debts assigned when it was formed, but consider- 
able sums were due by customers at the date of 
the receiving order, and these sums were in 
dispute. 


The Trustee maintained that the agreement 
between Lovegrove and the sales company was 
in fact a bill of sale, and that as it had not been 
registered as such it was void as against the 
Trustee in Bankruptcy. His case was that the 
transaction was an arrangement between a 
lender and a borrower of money which gave to 
the lender a title to goods belonging to the 
borrower. In support of this view, a number of 
cases were cited to the effect that in determining 
whether a particular instrument is a bill of sale 
the Court will look at the total effect and object 
of the instrument. There is, for instance, the 
classic case in which a borrower “sold” his 
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goods to the lender for cash and contracted at 
the same time to re-purchase them on hire- 
purchase terms. This, it was held, constituted a 
bill of sale. 


In fact, in Lovegrove’s case, the Judge in the 
Court of first instance held that the agreement 
between Lovegrove and the sales company was 
a bill of sale, but this decision has now been 
reversed by the Court of Appeal. Their Lord- 
ships took the view that the agreement provided 
a code whereby sales were in future to be carried 
out, and that it did not give the company any 
charge over the goods themselves. The Trustee 
in Bankruptcy could not point to any goods which 
the company were ever in a position to seize as 
security for the sums due to them, and for that 
reason the agreement was not a bill of sale. 


It is noteworthy that in recent years the Courts 
have upheld in a number of cases commercial 
arrangements similar to those under review in 
Lovegrove’s case intended to provide immediate 
financial assistance for manufacturers and re- 
tailers of goods which it is customary to sell on 
credit terms, and that in the majority of these 
cases the attempts of Trustees in Bankruptcy 
to get these arrangements set aside for the benefit 
of creditors have failed. 


EARNINGS AFTER BANKRUPTCY. 


“ BANKRUPTCY,” once declared Lord Justice 
Fletcher Moulton, ‘‘ amounts to loss of civil 
status, carrying with it grave disqualifications.” 
In this connection it is interesting and important 
to compare the position of a bankrupt pro- 
fessional man with that of a trader or business 
man, so far as earnings after bankruptcy are 
concerned. Two important propositions emerge 
from the decision in Jameson & Co. v. The Brick 
and Stone Company, Limited (1878), namely :— 


(1) The trustee in bankruptcy is entitled to 
all such fees as are actually due to a professional 
man on the latter becoming a bankrupt. He 
may also claim damages (a) then due for wrongful 
dismissal of the bankrupt from his employment ; 
or (b) flowing from the breach of his contract 
by the other party to it, where the professional 
man was retained by that other party for the 
performance of specific services on terms which 
would have proved profitable to the professional 
man 


(2) Where the professional man has earned 
fees after adjudication, but the trustee does not 


idee the bankrupt may himself sue for such 
ees. 


Another illuminating case is Emden v. Carte 
(1881). There, Emden, a professional man, 
agreed to serve Carte in and about the manage- 
ment of the latter’s estate. In the following 
year he became bankrupt, but continued there- 
after to serve Carte, without the consent of his 
trustee. Sometime later, Emden sued Carte 
claiming (a) an injunction to restrain Carte 
from employing any other professional man in 
his stead; (b) specific performance of his own 
agreement ; (c) fees earned; and (d) damages 
for wrongful dismissal. The trustee applied 
to the Court asking to be joined in Emden’s 
suit as co-plaintiff, and that the conduct of the 
action be entrusted to him instead of to the 
bankrupt. His application was granted, it 
being shown that although undischarged Emden 
still practised, maintaining an office and em- 
ploying a considerable staff; Lord Justice 
Lush there said that professional earnings 
must be distinguished from profits—“ what a 
bankrupt earns by daily labour to support 
life” is one thing (and it does not vest in the 
trustee), but it is quite another “if he earns a 
margin ; that is a profit’; and it vests in the 
trustee. 

Again, a professional man engaged in salaried 
service is in a different position from one who 
engages in practice on his own account. In this 
connection sect. 51 of the Bankruptcy Act, 
1914, as extended by subsequent Statutory 
Rules and Orders, provides— 


(1) That where a bankrupt is an officer of the 
Army, Navy, Air Force or Civil Service, 
the trustee may receive for distribution 
amongst the creditors some portion of his 
emoluments, if the Court so directs, 
upon application made by the trustee, 
and the consent being obtained of the 
head of the department in which the 
bankrupt is employed. This rule extends 
to present service only. 


That so far as any other salary or income 
is concerned, or any half-pay, pension 
or other compensation granted by the 
Treasury, the trustee may make applica- 
tion to the Court from time to time for 
an order directing application of such 
income—in whole or in part—in such 
manner as to the Court seems fitting. 


(Against an order so made a creditor has no 
right of appeal. It was held in Re Garrett (1930) 
that the pension of a police officer might be dealt 
with by means of such an order.) 


The application of these rules as to present 
and past services does not abrogate the right 
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of the head of a public department to dismiss 
a professional member of his staff upon bank- 
ruptcy, or to declare that his pension, half-pay 
or other compensation is forfeited thereby. 


How sums payable to a bankrupt may be 
apportioned between him and his creditors 
is illustrated by Re Lavey (1920). Lavey was 
employed for one year, subject to renewal, 
by the Neptune Trust, Limited, at a salary of 
£1,000 per annum, beginning May 24th, 1918, 
the salary being payable monthly in advance. 
On January 7th, 1919, Lavey was notified 
that his agreement would not be renewed. 
Seven months’ salary had by then been paid to 
him—<£583 in all. In April, 1917, Lavey was 
adjudicated bankrupt, and in August, 1919, 
the trustee applied to the Court, having regard 
to the information he had received respecting 
the bankrupt’s engagement with the Neptune 
Trust, and the Court ordered that out of the 
sum of £417, representing the balance of salary 
payable to Lavey by the Neptune Trust under 
his agreement, the sum of £800 should be paid 
to the trustee in bankruptcy, as property divisible 
amongst the creditors. 

The Court cannot compel a bankrupt pro- 
fessional man to work (although a Court may, 
by injunction, compel him to abstain from 
work), but it may penalise him if he deliberately 
abstains from working with the result that he 
deprives his creditors of potential property— 
by refusing or suspending his discharge. 


That the “income” of a bankrupt which 
may thus be made available for his creditors 
means “income” derived from some source 
similar to that from which a salary is derived, 
was emphasised in Re Hutton (1884), which was 
decided upon the basis of statutory provisions 
then in force analogous to those subsequently 
incorporated in the 1914 Statute. The Court 
there said that if a man earned money by 
exercising personal skill, and his earnings (or 
income) were dependent upon “the accident 
whether people came to consult him or not” 
and upon “ whether he chose to be consulted,” 
his income was not of the same nature as a 
salary. The trustee, said Lord Justice Cotton, 
in the course of his judgment, was asking for 
““a prospective order” for payment to him of 
part of “something which it is contemplated 
that the bankrupt may earn.” That was quite 
a different proposition from a case where a bank- 
rupt was entitled under a contract which he 
entered into before the bankruptcy whereby 
he was to receive money after the bankruptcy. 
In the case under consideration, the bankrupt 
had merely “the natural capacity and skill to 


earn an income in the future if people should 
choose to come to him.” It was only “ the 
capacity of earning money.” That was th. 
only property which could vest in the trustee 
if the Court were minded to make an order: 
but that “capacity ” could not be sold “so as 
to make the possessor of the skill the slave of 
the purchaser.” There was, then, really no 
property to vest in the trustee, and the Court 
could do no more than order that “ the excess 
of his income above a certain fixed amount 
should be set aside and paid to the trustee.” 
But there were no means whereby the Court 
could compel the bankrupt “ to go on working.” 


In general, then, it may be said that the Court 
is inclined to show more leniency towards a 
professional man’s personal earnings strictly 
so called than towards profits earned by a 
bankrupt in a business—as against the trustee: 
and this is so even where the profits of a business 
are largely dependent upon the exercise therein 
of personal skill and attention by the bankrupt. 


International Congress for Scientific 
Management. 


The programme of the Sixth International Congress for 
Scientific Management to be held on July 15th to 20th 
next, has been issued. 


The Chairman of the Council is Sir George Beharrell, 
D.S.O., and the Council consists of representatives of « 
number of professional, scientific and learned Societies. 
The Society of Incorporated Accountants is represented on 
the Council by Mr. Richard A. Witty, F.S.A.A., who is 
Vice-Chairman of the Finance Committee of the Congress. 
and Mr. R. T. Warwick, F.S.A.A., will also be an official 
delegate to the Congress. 


His Royal Highness the Prince of Wales has consented 
to be the Patron of the Congress and it is hoped that he 
will open the proceedings at the Central Hall , Westminster. 
on Monday, July 15th next. In the evening of that day 
there will be a reception by. the Lord Mayor and Corpora- 
tion of London in Guildhall, and the Government have also 
offered hospitality. In addition to the business sessions 
arrangements have been made for visits to offices and 
institutions and for tours for visitors from abroad, of whon: 
300 have already intimated their intention to be present. 
Support is also anticipated from a large number of 
members of the Congress in Great Britain and Ireland. 


The subjects to be discussed at the Congress 
relate to Organisation and Control in Commerce. 
Industry and Agriculture. Over 100 papers will be 
submitted. These papers will be available in May, and 
will be sent to members of the Congress upon request. It 
is not intended that the papers shall be read at the Con- 
gress but discussions thereon will be arranged. The papers 
will subsequently be published. Copies of the programme 
and forms of application for membership can be obtained 
from the Secretary of the Congress, Mr. H. Ward, 21, 
Tothill Street, London, S.W.1. The fee for the Congress 
is £2 2s. 
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The Society of Incorporated 
Accountants and Auditors. 


FIFTIETH ANNIVERSARY 
CELEBRATIONS. 


Wednesday, Thursday and Friday, 
April 3rd, 4th and 5th, 1935. 


PROGRAMME AS AMENDED. 


WeDNESDAY, APRIL 3RD, 1935. 

6.45 for 7.15 p.m. : *Dinner at Guildhall, London, 
to meet The Lord Mayor and Sheriffs. (By kind 
permission of The Lord Mayor and Corporation 
of London.) 

8.30 p.m.: A Theatre Party for Ladies. 


THuRSDAY, APRIL 4TH, 1935. 

11.80 a.m.: Address of Welcome to Visitors and 
Members by the President at Incorporated 
‘Accountants’ Hall, Victoria Embankment 
(near Temple Station). 

9 to 11 p.m. : Reception at The Mansion House by 
the Right Hon. The Lord Mayor (Sir Stephen 
Killik, F.S.A.A.) and The Lady Mayoress. 
Music and Dancing. 


Fripay, Aprit 5TH, 1935. 
1 p.m.: President’s Luncheon at Incorporated 
Accountants’ Hall to Overseas Visitors. 
3.45 to 5.30 p.m. : The President and Lady Martin 
At Home at Incorporated Accountants’ Hall. 
9 p.m, to 2.30 a.m. : Ball at the Dorchester Hotel, 
Park Lane. 

* Having regard to the accommodation available, 
the Council regret that the Guildhall Dinner must be 
limited to official guests (gentlemen), members, and 
gentlemen guests of members. 

The amended Programme as shown above incor- 
porates the following alterations which it was 
found necessary to make : 

The Guildhall Dinner will be on Wednesday, 
April 3rd, 1985 (instead of Thursday, April 4th). 

The Theatre Party for Ladies will be on Wednesday, 
April 3rd, 1935 (instead of Thursday, April 4th). 

The Reception at the Mansion House by The Lord 
Mayor and The Lady Mayoress will be on Thursday, 
April 4th, 1935 (instead of Wednesday, April 3rd). 

Other items remain unchanged. 

Members are reminded that the application forms 
which have been sent to them should be completed 
and returned to the Secretary of the Society as soon 
as possible, and in any event not later than Monday, 
March 11th. : 
Hotel Accommodation. 

Special arrangements have been made for hotel 
accommodation on Wednesday, Thursday and Friday, 
April 3rd, 4th and 5th. 


The special rates given hereunder include bedroom, 
bath, and full breakfast. Requests for accommoda- 
tion should be sent by March 18th to the Hotels direct 
(not to the Society), and should refer to the arrange- 
ment made by the Society of Incorporated Account- 
ants and Auditors. The hotels mentioned are reason- 
ably accessible to Guildhall, E.C., Incorporated 
Accountants’ Hall, Embankment, W.C., and to the 
West End and other parts of London. 


The Dorchester Hotel, Park Lane, W.1 (near 
Marble Arch): 32s. 6d. a night single, 50s. a 
night double (with private bathroom). 

The Grosvenor House, Park Lane, W.1 (near Marble 
Arch): 26s. a night single, 42s. a night double 
(with private bathroom). 

The Park Lane Hotel, Piccadilly, W.1 (near Green 
Park): 19s. 6d. a night single, 33s. a night 
double (with private bathroom). 

The Hotel Metropole, Northumberland Avenue, 
W.C.2 (near Charing Cross): 15s. a night 
single, 27s. 6d. a night double. 

The Howard Hotel, Norfolk Street, Strand, W.C.2 
(near Temple Station): 12s. 6d. a night single, 
22s. 6d. a night double. 

The Thackeray Hotel, Great Russell Street, W.C.1 : 
9s. 6d. a night single, 19s. a night double. 
The Kingsley Hotel, Hart Street, Bloomsbury 
Square, W.C.1: 9s. 6d. a night single, 19s. a 

night double. 


WEAR AND TEAR ALLOWANCE FOR 
INCOME TAX. 


Treatment of One-tenth Additional. 

The following is copy of a letter dated February 4th, 
1935, received from an Inspector of Taxes by a firm of 
Accountants :— 

WEaR AND TEAR ALLOWANCE. 
Sect. 18, Finance Act, 1932. 

** T have to inform you that the Board of Inland Revenue 
have agreed that the additional allowance of one-tenth 
authorised by sect. 18, Finance Act, 1932, need not be 
deducted in arriving at the written-down value of 
machinery and plant upon which subsequent allowances 
are based. Under sect. 18 (2), however, it is to be treated 
as if it were part of the wear and tear allowance for 
purpose of Rules 6 (6) and 7, Cases I and II, Schedule D. 

‘** Furthermore, where obsolescence allowance is claimed, 
the additional allowances under sect. 18 will fall to be 
deducted from the cost of the obsolete plant in arriving 
at the allowance, and also deducted from the written- 
down value of the plant on which wear and tear will be 
calculated in subsequent years. 

“TI shall be glad if you will let me know the names 
of your cases dealt with in this district in which you 
propose availing yourselves of this new method of com- 
puting the allowances. In such cases your election will 
operate from 1933-34 inclusive. 

‘* It would no doubt be more convenient if the additional 
allowances found to be due for 1933-34 and 1934-85 were 
added to the allowance for 1935-36 and the effective total 
allowance made in that year, and subject to your con- 
currence I propose following this course.” 
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ALBERT BERNARD CLUTTERBUCK. 

We have learned with regret that Mr. A. B. Clutterbuck, 
F.S.A.A., for many years City Treasurer of Gloucester, died 
on February 7th at the age of 68. Mr. Clutterbuck had 
been a member of the Society of Incorporated Accountants 

’ since 1892. He was in the service of the Corporation of 
Gloucester for 53 years before his retirement in October 
1933. He entered the accountant’s department at the 
beginning of 1881, and became City Accountant ten years 
later. In 1906 he was appointed City Treasurer. In 
1931 Mr. Clutterbuck celebrated the completion of fifty 
years’ service by entertaining to dinner the Mayor and 
City Council, and the principal officials, who took the 
opportunity to present him with a gold watch and an 
illuminated address. A further presentation was made to 
him on the occasion of his retirement. He subsequently 
held the office of High Sheriff of the City of Gloucester. 
The funeral was attended by the Mayor and Corporation, 
the Town Clerk, City Treasurer and other officials, the 
President of the Institute of Municipal Treasurers and 
Accountants, and many representatives of other bodies 
with which Mr. Clutterbuck was associated. 


PHILIP EDWARD FARR. 

We learn with regret of the death of Mr. Philip Edward 
Farr, of the firm of Messrs. P. E. Farr, Rose & Co., 
Incorporated Accountants. Mr. Farr was admitted an 
Associate of the Society in the year 1891 and was advanced 
to Fellowship in due course. Originally he was articled 
to the late Mr. Reginald E. Emson, who was President 
of the Society during the years 1887-1890, and shortly 
after the death of Mr. N. J. Whitcombe, A.C.A., Mr. 
Emson’s then partner, Mr. Farr was admitted to the 
firm. Upon the death of Mr. Emson, Mr. Farr practised 
alone until he was joined in partnership by Mr. H. Rose, 
Incorporated Accountant, the firm becoming P. E. 
Farr, Rose & Co., practising at Bassishaw House, Basing- 
hall Street, London, and Windsor. Mr. Farr took a 
considerable interest in City matters, and for some years 
was one of the Examiners in Bookkeeping under the 
Commercial Education Scheme of the London Chamber 
of Commerce. At one time he was a candidate for mem- 
bership of the Corporation of the City, but was defeated 
on a poll. His death followed a long illness, though the 
end came somewhat suddenly. 


QUESTION IN PARLIAMENT. 


Excess Profits Duty. 

Mr. JOHN Porrer, F.S.A.A., asked the Chancellor of the 
Exchequer the amount still outstanding in respect of 
Excess Profits Duty ; the number of cases in which legal 
proceedings have been commenced with a view to recovery 
of duty ; and the amount lost, or estimated to be lost, to 
the Treasury arising out of liquidation or bankruptcy 
proceedings ? 

Mr. CHAMBERLAIN : The amount of Excess Profits Duty 
outstanding at December 31st last was £7,825,000. With 
regard to the remaining parts of the question, I am afraid 
' that the information asked for is not at present available 
and its collection would involve considerable labour and 
expense. 


FRIENDLY SOCIETIES REPORT. 
INEFFICIENCY OF UNQUALIFIED AUDITORS. 
The following are extracts from the Report of the 
Chief Registrar of Friendly Societies for the year 1933 
under the head of 
Prosecutions Instituted by the Registrar. 

False and insufficient return—Lay auditors—Under- 
statement of liabilities. 

Considerable difficulty was experienced in obtaining 
an annual return from the East Leeds Working Men’s 
Club and Institute. Eventually a return, audited by lay 
auditors, was received which was obviously inaccurate, 
since, according to the balance sheet, the club had both 
a balance surplus of £420 1s. and a balance loss of £232 9s, 
There were, in addition, several smaller inconsistencies 
in the figures. The secretary was informed that this 
return could not be accepted, and, after some delay, he 
sent another which was equally unsatisfactory, and, 
moreover, was not signed by any auditors. He was 
informed that this return also would not be accepted. 
As no further attempt was made to submit a proper 
return, summonses were applied for charging the club, 
its secretary, P. Pickard, and its two lay auditors, E. Farr 
and F. Thakeray, with having made false and insufficient 
returns. The summonses were heard at the Town Hall, 
Leeds, on December 21st, 1933. By this time, however, 
the books had been sent to a public auditor, and the 
hearing was adjourned by the magistrate for a month, 
on payment of £6 9s. costs, in order to allow time for a 
return signed by the public auditor to be furnished. 
This return, when received, showed a net balance of loss 
amounting to £330, and the auditor, in his report, said 
that the liabilities were heavily understated both in the 
return for 1932 already furnished and in the return for 
1931. The case was then dealt with by the magistrate 
under the Probation of Offenders Act. 

Embezzlement of funds of branches—Inclusion by secretary 
of realised investments in balance sheet—Inefficiency of 
unqualified auditors—False return. 

George William Read, the secretary of two lodges of 
the Independent Order of Oddfellows, Manchester Unity, 
both situated at Weston-super-Mare, failed to account 
for sums aggregating over £10,000. He was prosecuted 
by the Order and charged with having embezzled three 
specific sums of £273 15s., £100 and £251 19s. 9d., with 
failing to enter in the books of one of the lodges a sum of 
£300, with publishing a false balance sheet showing £7,802 
invested in mortgages and £300 in housing bonds (whereas 
the bonds had been paid off several years previously and 
the amount due on mortgage was only £1,895), and with 
making a false entry in the cash book as to an investment 
of £300. The £273 15s. and £251 19s. 9d. represented 
moneys received on behalf of the lodge in repayment of a 
mortgage, but not credited to the lodge, and shown in the 
books as debts still outstanding. The £100 was a cheque 
drawn on the lodge banking account and cashed but not 
used for the benefit of the lodge. As to the £300, this 
amount had been repaid on a mortgage, but the secretary 
failed to enter it in the cash book. He had also entered 
in the cash book a fictitious advance of the like amount. 
The defendant pleaded guilty to the charges and was 
sentenced to 21 months’ imprisonment. 

As the defalcations had been spread over a number of 
years, it seemed to the Registrar that, this being an 
outstanding example of a case where frauds had been 
made possible by the gross inefficiency of the auditors, 
he would be failing in his duty if he did not take pro- 
ceedings in respect of the false entries substantially repro- 
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duced in the annual returns of the lodges from the pub- 
lished balance sheets. The Registrar accordingly caused 
summonses to be applied for against the lodges for making 
false returns, and against the auditors, W. J. Webber 
and S. J. Hayes, for aiding and abetting. Each lodge 
was fined £5 and 4} guineas costs, and each of the auditors 
was fined £10 with 4} guineas costs. 

The Report contains also the following particulars of 
a number of other cases under the head of 


Irregularities where no Proceedings Taken. 

(i) A return was received from the Manchester City 
Oddfellows Friendly Society in which the balance of the 
sick and funeral fund was shown in the income and 
expenditure account of that fund to be £347 15s. 44d., 
whereas the balance sheet only accounted for assets to 
the value of £325 5s. 0d. Of the difference of £22 10s. 4d. 
only £2 10s. 64d. could be traced to an error in compiling 
the return, leaving £19 19s. 9}d. unaccounted for. 


The Registrar asked for a proper return, and another 
form was sent, but this contained only the same figures 
as the one previously submitted. On receipt of this 
document the Registrar strongly advised the employment 
of a public auditor. This advice was not accepted until 
after the society’s position with regard to the possibility 
of police court proceedings had been explained. The 
public auditor to whom the books were referred reported 
that there was a deficiency in the treasurer’s cash balance 
amounting to £17 1s. 9}d. for which he had been unable 
to obtain any explanation. Arrangements were eventually 
made between the society and treasurer for repayment of 
this amount. 

(ii) A similar state of affairs was disclosed in the case 
of the Brampton Road Working Men’s Club and Institute. 
After considerable trouble the Registrar induced the club 
to take its books to a public auditor, who stated in his 
report that the cash book had not been written up for the 
full period covered by the return, and that the cash 
account which he had made up from the ledger, stock 
book and subscription book disclosed a cash difference of 
£26 3s. 11d., which had to be written off. The public 
auditor advised the club as to the manner in which its 
books should be kept in the future, and this advice has 
been adopted. 

(iii) Arising out of the examination of the quinquennial 
valuation as at December 31st, 1930, of a lodge of the 
National Independent Order of Oddfellows Friendly Society 
it was noticed that the benefit contributions received in 
1930 and 1931, as shown in the annual returns for those 
years, were only about 60 per cent. of the total yearly 
contributions taken credit for in the valuation. The 
Assistant Registrar for Scotland brought the matter 
to the notice of the Order, and the lodge secretary replied 
that the lodge had passed a resolution “* That having 
considered report of valuation, we are fully satisfied that 
rules are being complied with as far as humanly possible, 
considering the unemployment which has prevailed in 
the district during that period, and under the circum- 
stances we consider a little latitude is necessary.” The 
Assistant Registrar pointed out that, even assuming that 
the full contributions would be received, the valuation 
showed a degree of solvency of only 18s. in the £, and 
requested that attention should be given to the question 
of securing compliance with the registered rules in regard 
to the collection of contributions. The order secretary 
and district secretary then undertook an investigation. 
After a long enquiry, it was found that there was a shortage 
in the assets of £144 in respect of the years 1932 and 1933, 
and that the lodge secretary was responsible. Of this 
sum, £80 represented an advance made with the approval 


of the treasurer and trustees to enable the secretary to 
make up a deficiency in the National Health Insurance 
section. The officer concerned was allowed to enter 
into an agreement to repay £1 a week and was removed 
from office. 

(iv) The following note is obtained from the Conservative 
Clubs Gazette :— 

*“*A case of much interest to clubs was heard last 
month at Leicester, when the Aylestone Working Men’s 
Club claimed damages from Thomas B. Shaw, a former 
auditor of the club. 

“The allegation of the club was that Shaw passed 
incorrect entries in the accounts without verifying 
them ; passed discrepancies between the club’s bar 
takings and pass-books without taking proper steps 
to check them; passed balances and figures which, 
to his knowledge, were incorrect; failed to report 
false balances or incorrect figures to the club authorities ; 
failed to check entries in the club’s pass-book with the 
paying-in bank counterfoils; altered certain entries 
in the club’s accounts ; tore four folios from the cash 
book to hide his discrepancies ; allowed, or made it 
possible for, servants of the Club to falsify the accounts. 

“Mr. D. L. Finnemore, for the club’s trustees, 
contended that Shaw not only did not carry out the 
duties of an auditor, but actually assisted in the greatest 
possible irregularities. The shortage revealed, he said, 
amounted to £1,121, and he asked that, after all possible 
doubt had been removed, the jury should award the 
club not less than £1,025. Shaw, he said, admitted 
liability, and the only question for the jury was that 
of the amount of the award. 

“It was stated that a former steward of the club 
had been dealt with in August of last year at Leicester 
City Police Court in consequence of irregularities, and 
a former secretary had committed suicide. 

** Auditor’s Statement.—Shaw, in a statement he 
read to the jury, said that other auditors had also held 
office jointly with him during the period in which the 
irregularities were alleged. ‘The proper performance 
of the duties of auditor was impossible,’ he contended, 
‘ by reason of the failure on the part of the secretary 
to complete cash book entries and the work of entry 
falling upon the auditors, who actually prepared the 
accounts. They were in the position of constructing 
the statements they were appointed to audit. The 
finance committee failed to examine, or order the 
production of, the pass book for examination by 
themselves or the auditors.’ He declared that he had 
balanced the books as well as the time and information 
available allowed. 

“* The jury awarded the club £500 damages and costs.”’ 
The following is a copy of a circular issued by the 

Registrar during the year embodying some strong observa- 
tions on 
The Audit of Annual Returns, 

The Registrar has from time to time drawn attention 
in his Reports to Parliament to the large number of 
annual returns of friendly societies and branches which, 
although certified by the auditors as being correct, are 
in fact incorrect or incomplete. These inaccurate returns 
cause a considerable amount of extra work to the Regis- 
trar’s staff, and the time has now arrived when action 
must be taken to obviate this. 

It is no part of the Registrar’s duty to correct errors 
or to remedy omissions in the accounts which are sub- 
mitted to him, but it is obvious that returns in which 
errors or omissions occur cannot be filed. If once an 
error has been made in a return it is increasingly difficult 
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to trace as time goes on, and may ultimately result in 
serious confusion or even in suspicion being aroused as 
to the bona fides of the officers responsible for the accounts. 


Where, therefore, a form purporting to be an annual 
return is received which is not completely and correctly 
filled in, the society will be required to furnish a proper 
return on another form, and failure to do so will render 
the society and its officers liable to prosecution. 


Under the provisions of the Friendly Societies Acts 
the audit of accounts may be carried out by one of the 
public auditors, any one of whom is qualified to perform 
an efficient audit, or it may be left to any two persons 
appointed under the rules of the society or branch. There 
are cases in which audits by lay auditors are satisfactorily 
carried out, but experience has shown that in the majority 
of cases audits performed by persons who have no technical 
knowledge of accounting and auditing are unsatisfactory. 


For some years attention has been drawn in the form 
of return itself to the responsibility of auditors and to the 
liability of any person who signs an incorrect return to 
incur penalties on prosecution. Although the Registrar 
has been reluctant in the past to take proceedings in such 
eases, the time has come when he feels it is his duty to 
institute proceedings when false or insufficient returns 
are sent to him. 


In these circumstances the Registrar trusts that the 
officials of friendly societies who have any doubt as to 
their capacity to prepare correct returns or as to the 
capacity of unqualified auditors to vouch the accuracy 
of the returns will employ the services of one of the public 
auditors. Attention is drawn to the fact that a moderate 
seale of fees has been laid down by the Treasury for audits 
by public auditors, and in some cases these fees are less 
than those paid by societies to unqualified persons. If, 
on the other hand, the fee payable for audit by a public 
auditor is higher than that paid to lay auditors in the 
past, it would in most cases be money well spent in the 
interests of the members as accurate accounts are essential 
to successful working. 


Correspondence. 


Authority to Declare Dividends. 

To the Editors, Incorporated Accountants’ Journal. 

Srrs,—In my view, where a company is formed for 
the purpose of making a profit, as are most registered 
companies, the distribution of that profit among the 
members of the company is a power inherent in the 
company. But the same power is not inherent in the 
directors of the company. If, therefore it is desired the 
directors shall also have the power to distribute the 
company’s profits such power must be expressly conferred 
on the directors. In the case in question, this is what 
appears to have been done by the clause quoted by your 
correspondent. But the clause does not take away the 
power inherent in the compay to deal with its profits. 
If, therefore, there are profits available for distribution, 
and the same are not dealt with by the directors, I see 
no reason why the company assembled in general meeting 
should not deal with what is its own. If my view is 
correct, the hopes entertained by your correspondent 
that the dividend, although income in fact, need not be 
regarded as income for tax purposes, would appear to be 
dashed. 

Yours faithfully, 
E. H. 
Enfield. February, 1935. 


MEETING OF DORSET ACCOUNTANTS. 


Chartered and Incorporated Accountants in Dorset 
held a dinner on February 16th at the King’s Arms Hotel, 
Dorchester. The meeting was convened jointly by Mr. 
A. E. Clayton, of the firm of Thos. A. Pearce & Clayton, 
Chartered Accountants, and Mr. A. H. Edwards, of the 
firm of Edwards & Edwards, Incorporated Accountants, 
Its object was to bring together the Dorset members of the 
Institute of Chartered Accountants and of the Society of 
Incorporated Accountants and Auditors, with a view to 
fostering the principle of mutual help and co-operation 
which already happily prevails among them. There was 
a good representative attendance from various parts of the 
county of Chartered and Incorporated Accountants and 
their articled clerks. 

Mr. Clayton, who presided, explained how the idea of 
such a meeting had sprung from the desire of several 
leading practising accountants in Dorset who were mem- 
bers of one or other of the two bodies concerned to extend 
throughout the county the spirit of mutual brotherly 
helpfulness which they themselves already enjoyed. It 
might be possible that in certain official quarters the idea 
of the formation of a local alliance of this nature would 


-be regarded rather doubtfully, but he felt sure that 


nothing but good could result from a periodical meeting, 
which might perhaps achieve more than anything of a 
more formal character. He felt that if the Chartered and 
Incorporated Accountants of that little corner of England 
could foster and encourage the spirit of friendliness one 
with the other they would do something towards promo- 
ting the unity of the profession. 

Mr. A. H. Edwards spoke of some of the difficulties 
confronting the practising accountant, and the advan- 
tages of being able to draw upon the pooled experience of 
felow accountants. He said that probably the main 
obstacles to the closer co-operation of the two bodies were 
pride of place and possibly accumulated corporate wealth. 
If, however, amalgamation was deemed too “ advanced,” 
he advocated federation, at least as a first step. 

Mr. H. F. Joy and Mr. H. Fletcher, of Weymouth, 
spoke enthusiastically of the objects which had been set 
out, and in thanking Mr. Clayton and Mr. Edwards for 
convening the meeting, suggested that the next one should 
be held in Weymouth. 

Mr. E. H. F. Dammers and Mr. Vernon Payne voiced 
the appreciation of the accountants in North and West 
Dorset. 

A discussion took place on the best way to carry out 
the objects for which the meeting was called, in which 
the articled clerks took an active part. 

Eventually it was decided to hold another dinner next 
year at Weymouth, to arrange for a lecture of general 
interest in October next, and to organise a mock hearing 
of income tax assessment appeals before the end of March, 
the two last named meetings to be held in Dorchester. 


New Issue of Savings Certificates. 


It has just been announced that the Sixth Issue of 
National Savings Certificates will be on sale as from to-day. 
Each certificate will cost 15/- and will be worth 20/- at 
the end of ten years. The bonus which has hitherto been 
paid on the maturity of the issue will in this case be paid 
in two parts, one at the end of the fifth year and the other 
at the close of the tenth year. This will be an advantage 
to holders should they be compelled to encash the certifi- 
cates before the date of full maturity. Another difference 
is that the term of the issue is ten years instead of 
twelve years as in the case of the Fifth Issue. 
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The Accounts of Holding Companies. 


A Lecrure delivered at Sheffield to a joint meeting of 
Chartered and Incorporated Accountants, Chartered 
Secretaries, and Bankers, by 
MR. HENRY MORGAN, 
INCORPORATED ACCOUNTANT. 
Past President of the Society of Incorporated Accountants 
and Auditors, and Chairman of the Finance and Taxation 
Committee of the Association of British Chambers of 
Commerce. 

Mr. A. B. Griffiths (President of the Incorporated 
Accountants’ District Society of Sheffield) occupied the 
chair 

Mr. Morean said: The accounts of holding companies 
present a problem which, having regard to the trend of 
public company practice, is one of the most difficult 
with which the accountancy profession has ever been 
faced. Prominent accountants are continually setting 
forth their views as to the proper methods to be adopted 
to ensure that the balance sheets of holding companies 
should convey a true and correct view of the state of 
affairs, and their profit and loss accounts disclose the 
true results of their trading. One of the most important 
contributions upon this problem was the recent paper 
submitted by Sir Albert Wyon at the International 
Congress on Accounting held in London in July, 1933, 
the title of his paper being ‘‘ Holding and Subsidiary 
Companies ; Accounting Principles involved in the Treat- 
ment of Earnings and Valuation of Holdings.” The views 
expressed by Sir Albert Wyon were generally accepted 
and approved by those present at that important pro- 
fessional gathering, and I cannot do better than recom- 
mend students to read and carefully consider the views 
expressed in that paper, and in the discussion that 
followed. 

At the commencement of the paper, Sir Albert Wyon 
observed that, as regards existing law, so far as he had 
been able to ascertain, the attempts of legislators to deal 
with the subject had been few and ineffective. After 
referring to the provisions in the Companies Act, 1929, 
he ventured to think that the particulars required by the 
Act to be disclosed are of so general and vague a character 
as to be quite insufficient to provide shareholders with 
the information necessary to enable them to form a just 
view of the earnings of the enterprise in which they are 
interested and of its prospects. He said that the pro- 
visions he had epitomised might, indeed, have the un- 
intended effect of providing justification for directors who 
wish so to prepare the accounts of a holding company as 
to conceal from those chiefly interested the actual results 
of its activities, The writer dealt with the principles 
involved in drawing up the accounts of holding companies 
that are necessary to ensure that the balance sheet 
exhibits a true and correct view of the state of the com- 
pany’s affairs, and that the profit and loss account sets 
forth with as near an approach to accuracy as possible 
the results of its business operations during the period 
to which the account relates. He subsequently indicated 
the methods that could be adopted in presenting the 
accounts of holding companies to enable those principles 
to be observed. 

In the discussion that took place, many leading account- 
ants expressed themselves as being in complete agree- 
ment with Sir Albert Wyon, and, in fact, emphasised the 
necessity of observing sound accountancy principles. 

Those of you who read the various accountancy journals 
and publications will be fully aware of the numerous 


contributions by prominent members of the profession, 
not only in this, but in many other leading countries in 
the world, upon this question of holding and subsidiary 
companies. There is no difference of opinion within the 
accountancy profession as to the principles that must be 
observed in the presentation of holding companies’ 
accounts. 

In referring to subsidiary companies, I do not include 
such companies as come just within the definition of a 
subsidiary company according to the Companies Act, 
which states that a subsidiary company is one in which 
the holding company holds more than 50 per cent. of the 
issued share capital or such as to entitle the company to 
more than 50 per cent. of the voting power. In the vast 
majority of holding companies, the whole, or very nearly 
the whole, of the share capital of subsidiaries is owned by 
the holding company, and such subsidiaries are formed to 
carry on the holding company’s business in different 
countries or territories, or to operate various departments 
of such business. It is not necessary for me to explain at 
length the principles that should be observed in presenting 
the accounts of a holding company. They must be known 
and understood by every student of accountancy, secre- 
tarial practice or banking. Stated very shortly, however, 
these principles are that the accounts of a holding com- 
pany should disclose the assets and liabilities of the 
holding company and its subsidiaries as a whole, and that 
in arriving at the profit or loss the trading results of all 
subsidiaries should be brought into account. 


STATEMENT ON BALANCE SHEET AS TO SUBSIDIARIES. 

What would you think of the balance sheet of a company 
which showed on the assets side the item ‘ Excess of 
assets over liabilities of various branches and depart- 
ments” ? Or of its profit and loss account in which there 
is brought in only such part of the results of the various 
branches and departments as the directors have decided 
to take into account? That, however, is exactly what 
happens in the case of the majority of holding companies, 
and under the present Companies Act it is perfectly legal. 
I have examined the published accounts of over 1,000 
public companies issued during the last few years. The 
most common statement which is regarded as complying 
with sect. 126 (1) of the Companies Act is that “ The 
profits of subsidiary companies are included in the above 
account to the extent of the dividends declared, or to be 
declared, by them.” Such a statement might, and is 
frequently intended to, cover cases where the profits of 
the subsidiaries are substantially in excess of or substan- 
tially less than, the amount of the dividends declared and 
included in the profit and loss account of the holding 
company. 

I will give you a few extracts from published accounts 
of statements pursuant to sect. 126 of the Companies 
Act which are typical of those frequently appended to 
published accounts : 

(1) “ The nett aggregate loss of the other subsidiary 
companies for the year has been carried forward 
in the accounts of these companies, as the nett 
aggregate profit carried forward from previous years 
by these companies is in excess of the nett aggre- 
gate loss for the year.” 

“* Losses of Subsidiary companies have been pro- 
vided out of their profits brought forward from 
reserve, and provision also has been made in the 
accounts of this company for the amount by which 
these losses exceed the undistributed profits of 
the other companies.” 

** Losses of subsidiary companies have not been 
brought into the profit and loss account of the 
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company, but have been fully provided for out 
of the reserves or undistributed profits of the 
companies concerned.” 

Many of the statements appended to these published 
accounts are ingeniously worded apparently with the 
object of providing some sort of compliance with the 
requirements of sect. 126 and at the same time avoiding 
disclosure of the actual result of the year’s business. It 
is clear that in every case where holding companies’ 
accounts are accompanied by statements such as those I 
have given, the accountancy principles which should 
govern the compilation of the accounts have not been 
observed. 

EFrFect oF 1929 Act. 

As regards the Companies Act, 1929, it would be 
difficult to find an instance where an Act of Parliament 
has had an effect in practice so greatly at variance with 
the intentions of those chiefly responsible for its framing. 
The last Company Law Amendment Committee made 
recommendations as to the balance sheet to ensure that it 
should be stated in such a way as to disclose the informa- 
tion to which shareholders were fairly and reasonably 
entitled. Section 124 of the Act provides for a clear state- 
ment of the assets and liabilities of a company with dis- 
closure of the general nature of the liabilities and assets, 
distinguishing between the amounts respectively of the 
fixed and floating assets, and stating how the values of 
the fixed assets have been arrived at and requiring that 
secured liabilities, if any, shall be disclosed. The pro- 
visions of this section have been almost completely 
’ defeated by the extension of the subsidiary company 
principle, the adoption of which has increased enor- 
mously. In a large percentage of cases interests in sub- 
sidiary companies amount to considerably more than half 
the share capital, whilst very frequently the interests in 
subsidiaries are actually more than the whole of the 
issued capital. Shareholders are thus prevented from 
having any information as to the general nature or value 
of the various assets of the business and any idea as to 
the extent of the liabilities. 

The Company Law Amendment Committee had evid- 
ence as to the growing abuse of the subsidiary company 
principle, especially in relation to profit and loss accounts. 
How serious a view they took of the unsatisfactory 
tendency in this respect can be gathered from their 
recommendations, which are given effect to in sections 125 
to 127 of the Act. These sections have entirely failed to 
effect their object for in practice they have been regarded 
as justification for departing from sound accountancy 
and business principles in the presentation of accounts, 
provided there is some sort of indication from which such 
departure can be inferred. 

All too frequently I have heard the argument that 
recognition of the spirit of the Companies Act in regard 
to accounts and the consequent disclosure of accurate 
information regarding a company’s position and the 
results of its trading, would seriously affect the interests 
of industry and trade. As a result of my association 
with Chamber of Commerce work, I am in a position to 
know the views that are held by the leaders of commerce 
and industry in this country, and I say that such an 
argument is a reflection upon them which is totally un- 
justified. One of the most strenuous attempts that has 
been made to provide a remedy for the unsatisfactory 
state of affairs regarding holding companies’ accounts 
emanated from the Association of British Chambers of 
Commerce, a body representative of every trade and 
industry throughout the Kingdom. At the annual meeting 
of the Association in 1932 a resolution was unanimously 
adopted urging the Government to re-examine the Report 


of the Company Law Amendment Committee and the 
representations of the Association and other representa. 
tive bodies thereon, with a view to the amendment of 
the Act of 1929 in conformity with present-day experience 
and requirements. The Special Committee of the Associa. 
tion which was set up in order to consider and report 
to the Executive Council consisted of 38 members under 
the chairmanship of the late Mr. Lakin-Smith. In addition 
to prominent representatives of trade and industry there 
were representatives of the London and Provincial Stock 
Exchanges, the British Bankers’ Association, the Char. 
tered Institute of Secretaries, and the leading accountancy 
bodies. The representatives of the accountancy pro- 
fession numbered no less than 14. The following is an 
extract from that part of the Report dealing with sub- 
sidiary companies :— 
CHAMBERS OF COMMERCE RECOMMENDATION. 

“The Committee decided to recommend as follows :— 

Insert new sub-section (2) to section 126 :— 

**(2) Where a holding company has investments in one 
or more subsidiary or sub-subsidiary companies, the state- 
ment to be annexed to the balance sheet, referred to in 
section 126, should include the total amount of the 
ascertained profits or losses of such subsidiary and/or 
sub-subsidiary companies appertaining to the interest of the 
holding company in such subsidiary and/or sub-sub- 
sidiary companies, in so far as such profits or losses have 
not been brought into account in the profit and _ loss 
account of the holding company.” 

The Committee recommend that the regulations 
applying to subsidiary companies should be extended to 
sub-subsidiary companies, and that where reference is 
made in the Act to ‘Subsidiary companies” this 
expression should be interpreted to include “ sub- 
subsidiary companies.” 

Note.—The Committee were of opinion that the question 
of the treatment of subsidiary and sub-subsidiary com- 
panies in the accounts of the holding company required 
very careful consideration. Whilst in many cases the 
principle of consolidated balance sheets and profit and 
loss accounts has been adopted with much advantage, 
there must obviously be very many cases where such a 
course would present considerable difficulties and would 
not necessarily cure defects in present practice. It would, 
therefore, not be advantageous or proper to impose such 
an obligation in the case of all holding companies. 

The Committee recommend that the definition of a 
subsidiary company should be extended to cover any 
company controlled either directly or indirectly by the 
parent company, through the medium of any subsidiary 
or sub-subsidiary company. 

The Committee also recommend that subsidiary com- 
panies should not purchase shares of the holding or parent 
company which controls them. 

The unanimous Report of the Special Committee was 
adopted by the Executive Council of the Association and 
subsequently confirmed at the autumnal meeting of the 
Association in September, 1933. 

In the Accountant, the recognised organ of Chartered 
Accountants, there appears, almost weekly, drastic 


' criticism or condemnation of the form of the accounts of 


well known holding companies. The only accountancy 
body which has made any official pronouncement on the 
subject is the Society of Incorporated Accountants and 
Auditors. On November 19th, 1931, our Council appointed 
a Committee to consider and report whether in their opinion 
any amendment of the law was deemed necessary and /or 
what, if any, alterations of a voluntary character may be 
considered desirable in the compilation of company 
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accounts or their certification by professional auditors, 
I had the honour of being appointed chairman of that 
Committee, and the other members were Mr, Cassleton 
Elliott, Sir Thomas Keens, Sir James Martin, and Mr. 
Hewetson Nelson. The Report was adopted by the 
Council of our Society on April 15th, 1932. 


RECOMMENDATION OF SOCIETY OF INCORPORATED 
ACCOUNTANTS, 


The recommendation contained in the Report relating 
to subsidiary companies was as follows :— 


** That where a holding company has investments in 
one or more subsidiary and/or sub-subsidiary companies, 
there should be stated on the face of the accounts of the 
holding company the total amount of the ascertained 
profits or losses of such subsidiary and/or sub-sub- 
sidiary companies appertaining to the interest of the 
holding company in such subsidiary and/or sub- 
subsidiary companies, in so far as such profits or losses 
have not been brought into account in the profit and 
loss account of the holding company.” 


Whilst there can be no difference of opinion amongst 
accountants as to the objections to the present practice 
in the presentation of holding companies’ accounts, there 
is some difference of opinion as to the most effective 
method of providing a remedy. The unanimous view 
of the Council of my own Society is expressed in the 
concluding paragraph of their report, which reads as 
follows :— 

““We do not consider it desirable to make any 
recommendations for alterations of a voluntary 
character in the compilation and/or certification of 
company accounts, since in dealing with such altera- 
tions auditors might be placed in a difficult position 
in regard to the law as it now stands. The only 
effective action must be by amending legislation.” 


OrnerR VIEws. 


At the beginning of 1932 events in the company world 
had focussed public attention upon the question of the 
published accounts of public companies. In spite of 
many appeals for a lead, the Institute of Chartered 
Accountants made no official pronouncement on the 
subject, although several of its more prominent members 
gave expression to their views. In February, 1932, Lord 
Plender read a paper in which he expressed himself as 
opposed to further legislation with regard to the informa- 
tion disclosed in the legal balance sheet of a company. 
With regard to subsidiary companies, however, he made 
the following observations :— 

“In particular it seems to me, in the light of experi- 
ence, that it is desirable to extend the requirements 
in regard to companies which have investments in sub- 
sidiary companies. A company may, for example, 
have its entire capital invested in the shares of, and 
advances to, one subsidiary company, the whole of 
whose share capital it owns. As the law stands at 
present, the holding company satisfies all requirements 
by the insertion in its balance sheet of assets described 
as follows :— 

“ Shares in subsidiary company at cost £ - 
and ‘Advances to subsidiary company £ . 

. together with a general note as to the basis on which 

the profits earned or losses sustained by the sub- 
sidiary company have been dealt with. The pub- 
lished accounts of the holding company need contain 
no information whatever as to the nature of the 
assets or liabilities of the subsidiary company, 
although in effect, though not strictly in law, they 


are the assets and liabilities of the holding company, 
and the shareholders may be kept in entire ignorance 
of the amount of the profits or losses of the subsidiary 
company. Having to the extent to which 
business is carried on through the medium of sub- 
sidiary companies, in my opinion the time has come 
when the whole question of further and more adequate 
disclosure should be reviewed.” 

The views expressed by other well known practising 
accountants were generally in accord with those expressed 
by Lord Plender. 

In August, 1932, a well informed article appeared in 
the Statist in which the question of amendment of the 
Companies Act was referred to. In November, 1932, 
Mr. Clare-Smith, then President of the Institute, in 
addressing the London Members’ Committee, referred to 
the article and personally associating himself with the 
views expressed, said that “the greater hope must lie 
in the direction of progressive action in the accountancy 
profession itself, and a more sympathetic outlook on the 
part of company directors.” 

More than two years have passed and the hope has not 
been realised. As a result of happenings in connection 
with public companies three or four years ago, there was 
certainly observable some improvement in regard to the 
extent of the information disclosed in companies’ published 
accounts, A few very large and well known holding 
companies have presented their accounts in a style which 
suggests a model of accountancy skill. By means of 
consolidated balance sheets and profit and loss accounts, 
the assets and liabilities and the trading results of the 
group as a whole are clearly set out. As an instance I 
might mention the case of the Dunlop Rubber Company, 
whose accounts were used by Mr. F. R. M. de Paula to 
illustrate a lecture he recently delivered, when he expressed 
his conviction that both from the ethical and from the 
commercial standpoint full and informative accounts 
were, in the long run, the only wise policy. 

Such improvement as there was, however, has not been 
maintained. The influence which might have been exerted 
by “* Progressive action in the Accountancy Profession ” 
appears to have exhausted itself, for the adoption of the 
subsidiary company principle continues to increase, and 
in the case of the great majority of holding companies 
the statement pursuant to sect. 126 of the Companies Act 
contains the stereotyped expression, “‘ The profits of 
subsidiary companies are included in the above accounts 
to the extent of dividends declared.”” Profit and loss 
accounts, to which such a statement is appended, and 
the balance of which is stated to be the profit or loss for 
the period, cannot be strictly true and correct unless it 
should happen that the exact amount of the profits of 
subsidiaries for such period have been declared in dividends 
and unless full provision has been made in the accounts 
for all losses. 

We are forced to recognise the fact that without 
statutory authority the accountancy profession is severely 
handicapped in its desire to ensure correct and reliable 
accounts. Without imputing any improper motives, it 
must be clear that directors as a general rule will not 
exceed the definite obligations imposed upon them by 
the Companies Acts. There can even be found in the pro- 
visions relating to subsidiary companies, some ground 
for the view that directors of holding companies can ignore 
accountancy principles by bringing in such part only of 
the profits of subsidiary companies as they may think fit, 
or ignoring their losses, provided that bare indication is 
given that this has been done. The auditor is practically 
powerless, for he has no concern with the statement 
pursuant to sect. 126, as directors can maintain that 
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they have legal authority so far as concerns the disclosure 
of the full results of their subsidiaries. The present law 
and practice with regard to the accounts of holding com- 
panies constitute, in my opinion, a serious danger to the 
accountancy profession, for shareholders are deprived of 
much of the value of the audit since the auditor’s examina- 
tion and report do not extend to subsidiaries, upon which 
generally depend the actual position and results of the 
business. In the early part of this century, a company’s 
accounts certified by a qualified accountant were rightly 
regarded as conveying a reliable view of the state of its 
affairs and of the actual results of its business. At the 
present time the balance sheet of a holding company need 
only comply with the Act, which permits of the violation 
of all sound accountancy and commercial principles. 
To those with experience such a balance sheet is known 
to be obscure and possibly worthless. To the general 
body of shareholders it is confusing and all too frequently 

To this problem of the published accounts of companies 
there is a social aspect. We read daily about the aims of 
political extremists who advocate legislation of a revolu- 
tionary character. One of the greatest safeguards against 
such agitation lies in the fact that many of our people 
have of recent years been acquiring homes of their own. 
It gives them a stake in the country, and they have some- 
thing to lose in the event of a social upheaval. There is 
a tendency for this principle to be extended by the 
workers’ acquisition of a financial interest in industry. 
This is beneficial, but I should be seriously disturbed if 
the masses invested their savings in public companies 
and were exploited as a result of the dangerous loopholes 
afforded by the Companies Act. 

I maintain that the evidence obligates the Government 
to take immediate steps to remedy the position as to lack 
of disclosure of the affairs of subsidiary companies by 
amending the Companies Act of 1929. Nothing else can 
be effective. 

Among those who took part in the discussion which 
followed were Mr. H. E. Jenkinson, F.C.A., Mr. C. Brassey 
Stead (Institute of Bankers) and Mr. Percy Toothill, 
F.S.A.A. 


— —— 


The Officers’ Association. 


We have received the report for the year 1933-34 of 
the Officers’ Association (the Officers’ Benevolent Depart- 
ment of the British Legion). The report records a 
decrease in most departments of the Association’s work, 
attributable partly to improved trade conditions and 
partly to the death of some applicants for relief. But 
death has also deprived the Association of subscribers, 
and the Council’s determination not to make further 
reductions in the standard of relief has resulted in a 
deficit for the year of £16,683. During the fifteen years 
of the Association’s existence £2,262,129 has been spent 
on relief, assistance has been given for the education of 
4,256 children, and employment has been found for 
6,754 ex-officers. The placing of ex-officers in suitable 
employment is increasingly difficult because of their age 
and, in most cases, lack of training. The Council feel 
that their existing policy of assisting hard cases with 
grants or maintenance must be continued, and the support 
of impoverished applicants for long periods, or till death, 
is a measure which will make increasing demands. 

_ One of the most successful branches of the Association’s 

activities is the clothing store, from which clothing 
was issued to 1,403 ex-officers during the year. The 
store is greatly in need of all sorts of clothing. 


Incorporated Accountants’ District 
Society of Liverpool. 


ANNUAL DINNER. 

The annual dinner of the Incorporated Accountants’ 
District Society of Liverpool took place on February 8th, 
The PRESIDENT, Major 
chair, and others 


in the Adelphi Hotel, Liverpool. 
E. S. Goulding, O.B.E., was in the 
present included :— 


The Lord Mayor of Liverpool (Alderman F. T. Richard. 
son, J.P.), Mr. E. Cassleton Elliott (President, Society 
of Incorporated Accountants and Auditors), The Mayor 
of Chester (Councillor J. H. Laybourne), The Mayor of 
Birkenhead (Councillor A. W. Baker, J.P.), The Mayor 
of Bootle (Alderman Edwin Smith, J.P.), The Mayor of 
Wallasey (Alderman S. Panter Brick, J.P.), Sir Richard 
Holt, J.P. (Chairman, Mersey Docks and Harbour Board), 
Mr. Hugh Lewis, J.P. (High Sheriff of Anglesey and 
Member of the Council of the University of Liverpool), 
Mr. Arthur D. Dean, (Chairman, Liverpool Chamber of 
Commerce), Mr. Stuart Deacon, J.P. (Stipendiary Magis- 
trate of Liverpool), The Dean of Liverpool (The Very 
Rev. F. W. Dwelly, D.D.), Mr. Maxwell Fyfe, K.C.., 
Mr. L. A. P. Warner, C.B.E. (General Manager and Secre- 
tary, Mersey Docks and Harbour Board), Mr. Harold 
R. Stacey, M.A. (President, Liverpool Chartered 
Accountants’ Students’ Association), Mr. F. Cook (Hon. 
Secretary, Liverpool Society of Chartered Accountants), 
Mr. James Allcorn (Official Receiver), Mr. R. W. Lowden 
(Registrar, Chancery of the County Palatine of Lancaster), 
Mr. T. J. Benjamin (Registrar of the County Court), 
Mr. Percy Corkhill, C.B.E. (Lord Mayor’s Secretary), Mr. 
Ernest E. Edwards, B.A., LL.B. (Parliamentary Secretary, 
Society of Incorporated Accountants and Auditors), Mr. 
A. Alan Fisk (Chairman, Liverpool Stock Exchange). 
Mr. H. A. Patience (President, Liverpool Institute of 
Bankers), Mr. A. W. Gregory (President, Insurance 
Institute of Liverpool), Mr. J. M. Caldwell (Chairman, 
Liverpool Branch of the Chartered Institute of Secre- 
taries), Mr. C. F. Elias (Chairman, Auctioneers and Estate 
Agents’ Institute, Liverpool Branch), Mr. E. Redmayne 
Jones (President, Liverpool Corn Trade Association), 
Mr. John M. Kenyon (Hon. Treasurer, Liverpool Law 
Students’ Association), Mr. R. Miller (Hon. Secretary, 
Liverpool Branch of the Chartered Institute of Secre- 
taries), Mr. W. E. Humphrey (Inspector of Taxes), Mr. 
Edmund Lund, M.B.E., F.S.A.A., Mr. J. Paterson Brodie 
(Hon. Secretary, Incorporated Accountants’ District 
Society of North Staffs), Mr. W. A. Nixon (President, 
Incorporated Accountants’ District Society of Manchester). 
Mr. E. T. Brown (President, Incorporated Accountants 
Birmingham and District Society), Mr. S. Foster (Presi- 
dent, West of England District Society of Incorporated 
Accountants), Mr. Charles L. Townend (Acting-President, 
Incorporated Accountants’ Bradford and District Society), 
Mr. R. Bell (President, Incorporated Accountants’ Belfast 
and District Society), Mr. R. W. Woodhead (President, 
Incorporated Accountants’ District Society of North 
Staffordshire), Mr. Halvor Piggott (Joint Hon. Secretary, 
Incorporated Accountants’ District Society of Man- 
chester). 

The PRESIDENT announced that Mr. J. C. C. Davidson. 
M.P., Chancellor of the Duchy of Lancaster, whohad intended 
to be present, and to whom had been allocated the toast 
of “The Lord Mayor and the City of Liverpool,” was 
unable to attend. He had been so good, however, as to 
ask his friend, Mr. Maxwell Fyfe, K.C., to speak in his 
place. 
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Mr. Maxwe.. Fyre, K.C., before proposing the toast 
of “* The Lord Mayor and the City of Liverpool,” read 
the following communication he had received from 
Mr. Davidson: “‘ I shall be most grateful if, in the course 
of your speech in Liverpool, to-morrow night, you will 
express my profound regret that I have not been able 
to leave the House of Commons in time to be present at 
the dinner. It has fallen to my lot to speak at the end 
of Friday’s debate on the India Bill, and there is no 
train which will enable me to reach Liverpool in time 
for the dinner. Please express to the company, and in 
particular to the Lord Mayor, whose health I had looked 
forward to proposing, my sincere good wishes for a most 
successful evening.” It was, went on Mr. Maxwell 
Fyfe, Mr. Davidson’s misfortune that he could not be 
there. But he himself was glad to have the opportunity 
of wishing God-speed, along his road as Lord Mayor, 
to an old friend, and also of paying another humble 
tribute to the nursing foster-mother of his working 
days, the City of Liverpool. If he could draw a dis- 
tinction between Liverpool and other cities, he would say 
that Liverpool was always at grips with life. There was 
nothing in Liverpool of the “‘ railway station atmosphere ” 
which one often found in capital cities throughout the 
world. In Liverpool they were too near the throbbing 
industrial hinterland of Lancashire to keep the city’s 
problems very long from their thoughts. In Liverpool 
they were not afraid of enthusiasm, and were not driven, 
as people sometimes were in London, to the artificial 
debunking of things they held dear. Liverpool was not 
only an English city, but an integral part of the life 
of the world. The great activities of the city would have 
their difficulties were it not that behind them there were 
intellectual and spiritual forces directing them into the 
channels which were best. Throughout all their com- 
mercial, industrial and nautical advances they had kept 
clear the torch of cultural advance. The Society whose 


guests they were that night had for 50 years been measuring 
and valuing each advancement which had been made as 


it came. It was the essential kindliness, comradeship, 
and friendliness of their fellow-citizens that kept them 
going and kept the town alive. (Hear, hear.) 

The Lorp Mayor, in replying, said that since he had 
oceupied the position of Lord Mayor he had had to tell 
people several times a week what a wonderful city Liver- 
pool was. If it was not the second city in the Empire 
by virtue of population, it was good enough to be the 
first city of the Empire by reason of the virtues within 
it. Liverpool was known as a “ depressed area.” With 
the exception of some of the mining districts, it was one 
of the most depressed areas in the country. Its people 
were, however, facing up to that problem of the depressed 
areas as well as any other place he knew. One of the things 
he had learned since he had been Lord Mayor was the 
vast number of people who were working night and day 
in order to help other people to enjoy life in a better 
position than they would otherwise be. He had been 
amazed by the number of people who were working for 
the common weal without thought of thanks or publicity. 
In many ways Liverpool was second to none in its material 
achievements. Besides that they were looking after the 
cultural, artistic and spiritual side. What more could 
be asked from a city ? (Hear, hear.) 


Sir Ricuarp D. Ho xr, Bart. (Chairman of the Mersey 
Docks and Harbour Board), submitted: ‘* The Society 
of Incorporated Accountants.” He said the Lord Mayor 
had referred to Liverpool as being “a depressed area.” 
It seemed to him a great pity that any area should not be 
a depressed area if there was any chance of the Govern- 
ment of the country giving financial assistance to it as 


a depressed area. (Laughter.) The Cunard steamers 
had gone to Southampton, and that surely was sufficient 
to justify Liverpool in getting a large subsidy from the 
Government as “a depressed area.”’ (Laughter.) Most 
of the depression was due to the fact that the Government 
had parted with money to all sorts of people whom they 
did not know much about. (Laughter.) The Society 
of Incorporated Accountants was founded in 1885, and 
was going to have a jubilee next April. He congratulated 
them on that. The Liverpool District Society was founded 
in 1887, so that it would take them another two years 
before they had a jubilee in Liverpool. To him 1887 was 
a notable year, because in that year he left school. 
(Laughter.) Accountants were essentially the people 
who kept the score. It was very difficult to carry on any 
sort of occupation unless they had people to keep the 
score-—whether it was cricket or bridge, it was very 
important, because they really wanted to know how 
they were getting on. Income Tax and bankruptcy 
were two of the subjects in the Incorporated Accountants’ 
examinations. They fell into the category of things that 
people should avoid. (Laughter.) It was a very good 
idea that there should be a Society which should seek to 
help people to show that money they received was not 
part of their income. (Laughter.) He believed that over- 
taxation was one of the principal causes of the troubles 
they were suffering from in respect of bad trade and 
unemployment. It was quite obvious that if they took 
money out of a person’s pocket to pay a person for doing 
nothing, the probable result would be that he would 
stop paying a person for doing something. It was difficult 
to speak too highly of the work that accountants did. 
He had had a certain amount of experience of the work of 
accountants in their efforts to rectify the affairs of the 
Royal Mail and other companies. Accountancy appeared 
to him to be a profession rather similar to that of the 
doctor and the dentist ; they put people right when they 
were going wrong, and they gave a certain amount of 
advice in order to stop people from going wrong. It was 
essentially a profession which helped to cure them of the 
ills into which they might drift, and at the same time warn 
them against drifting into those misfortunes. Speaking 
in facetious vein, Sir Richard Holt said, Why should not 
the members of the different Societies of Accountants 
wear clothes of distinctive colours? For instance, the 
Incorporated Accountant might wear a blue coat, and the 
Chartered a red coat. (Laughter.) 


Mr. E. CassLeton Exuiorr (President of the Society 
of Incorporated Accountants), who responded on behalf 
of the Society, congratulated Sir Richard Holt upon 
the honour of Baronetcy which the King conferred upon 
him at the beginning of the year. That honour was well 
deserved on account of the many public services he 
had rendered to Liverpool. Alluding to the i 
that Incorporated and Chartered Accountants should be 
garbed in different colours, Mr. Cassleton Elliott said 
he appreciated Sir Richard’s choice of the distinctive 
colours. (Laughter and Hear, hear.) Speaking seriously, 
however, he thought that all professional accountants 
should be garbed in the same way, so that there should 
not be any distinction between the different Societies. 
(Hear, hear.) The proposer of the toast “‘ The City of 
Liverpool,” had said that Liverpool was essentially a 
friendly city ; he himself had always found it so. He 
made up his mind when he was elected to the Presidency 
of the Society that if he received an invitation to dine with 
the members of the Liverpool Society he would never fail 
them. (Hear, hear.) On each occasion he had thoroughly 
enjoyed his visit to Liverpool, because of the unbounded 
hospitality he always received, and because of the friendly 
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spirit he always found there. The claims of the Society 
of Incorporated Accountants were not only to be found 
in the number of its members, now 6,400, but equally 
in their quality and capacity. The Society was founded 
in 1885, and this year they were celebrating their 50th 
anniversary. Fifty years ago Sir James Martin was one 
of the founders of the Society, and held the office of 
Secretary for many years. Sir James had also been Presi- 
dent some ten years ago. He (Mr. Cassleton Elliott) 
was delighted to tell them that Sir James had acceded 
to the request of the Council that he should become 
President for the Fiftieth Anniversary celebrations. 
(Hear, hear.) There was another Past-President of the 
Society of whose sustained and valuable work for the 
Society they all knew, and the invitation to Sir James 
Martin to become President had been coupled with an 
equally unanimous invitation to their old friend, Mr. C. 
Hewetson Nelson, that he should be Vice-President 
for the occasion of the celebrations. He recalled with 
pleasure that it was Mr. Hewetson Nelson who sponsored 
him to the Council when he was first elected a member. In 
.a way Mr. Hewetson Nelson had been his godfather 
on the Council, and therefore it gave him great pleasure 
.at the Council meeting to propose that Mr. Hewetson 
Nelson should be Vice-President for the 50th anniversary 
of the Society. With regard to the examinations for 
membership of the Society, they called for both careful 
preparation and good professional experience. The work 
of the accountancy profession to-day covered such a 
very wide area that a large amount of study was involved, 
‘but he could say unhesitatingly that if the student of 
good ability worked hard he could qualify, and there 
was no question whatever of artificial restriction so far 
.as their membership was concerned. He felt that the 
work of the accountancy profession to-day called for what 
the scientists called research. It was very different 
‘from what it was fifty years ago. It had grown and 
evolved, and was never static ; each year saw changes in 
procedure and methods. Some of them would remember 
‘that many years ago, when the idea of a loose-leaf ledger 
-was introduced, people were horrified. To-day there was 
no virtue in a bound book. The loose-leaf book 
many advantages which the bound book could not 
offer. That showed how accountancy work had evolved 
in a number of years. In another direction the extension 
of direct taxation, of which they claimed to have great 
knowledge, had demanded that they be experts and 
consultants in income tax matters. It was their duty 
‘to see that Somerset House and the taxpayer both gave 
‘and received their dues. The Society of Incorporated 
Accountants was made up of various units. The Liverpool 
‘District Society had always been fortunate in its Officers. 
It had also been well served by its Secretaries, and it was 
‘as well served to-day by its Secretary, in the person of 
Mr. W, Bertram Nelson, as it had ever been in the past. 
Mr. Bertram Nelson was a young man whose one aim and 
object in life was to improve accountancy methods. With 
‘that in view he engaged in a variety of activities. He was 
always sending suggestions to the Council in London, 
‘which the Council or its Committees were glad to con- 
sider. Mr. Bertram Nelson was very anxious some time 
ago that they should do more for the younger members 
-of the Socity, and suggested the Cambridge Course, which 
was a very great success. It was such a success that next 
-year it was to be repeated, and he was sure that all those 
‘who were present in 1934 would want to be present 
in 1986. (Hear, hear.) Continuing, Mr. Cassleton Elliott 
‘said this was his third and final year of office as President, 
-and he had learned a great deal during the last three years. 
It had been a very busy time; he could assure them 
‘that the Presidency of the Society of Incorporated 


Accountants, with its large membership, was no sinecure. 
He did not regret one moment of the time he had 

for the Society, or the work he had tried to do for it. To 
be at the head of that great Society for three years was 
a very distinguished and high honour. In conclusion, 
Mr. Cassleton Elliott added: ‘‘ We try to do our duty 
to the public, we try to find it a pleasure, but even if 
it may not be a pleasure, we still try to do our duty.” 
(Hear, hear.) . 


Mr. C. Hewetson NeEtson, who proposed “ Our 
Guests,” in acknowledging the reference which the 
President of the Society had made to himself, remarked 
that the only virtue which acknowledged experts of the 
art of phrenology told him he possessed was that of a 
very wise and sagacious selection of ability when he saw 
it. For that reason, Mr. Cassleton Elliott was selected 
for the position which he had served during his term of 
office. (Laughter and Hear, hear.) Speaking to the 
toast, Mr. Hewetson Nelson said he did not know that 
the Liverpool District Society had ever, during the 
third of a century in which he had attended its functions, 
had a more representative gathering of guests than 
they had that night. (Hear, hear.) 

The Dean or LiverPoon (The Very Rev. Dr. F. W. 
Dwelly), in acknowledging the toast, spoke of the import- 
ance of the work of accountants. He said they watched 
and guarded so that their clients, in their business or 
profession, or their art, or other work, should have 
“liberty to grow” in safety. (Hear, hear.) 

Mr. T. J. Bensamin (Registrar of the County Court) 
gave ‘* The President.” He said it afforded him the 
greatest possible personal pleasure to enjoy the hos- 
pitality of Major Goulding, because Major Goulding and 
he both had the pleasure of serving in the King’s (Liver- 
pool) Regiment. Major Goulding occupied the high 
office of President of that District Society, of which his 
respected father, Mr. E. Kendall Goulding, was formerly 
the President. That was the second occasion on which 
son had followed father, and he hoped sincerely that 
the Society would go on, and that that wonderful record 
might be repeated. He felt sure that in Major Goulding’s 
hands the Society had retained the high degree of 
efficiency it had earned in the past. 

The Preswwent (Major Goulding), in replying, said 
it pleased him more than anything else that an old com- 
rade such as Mr. Registrar Benjamin, should have had 
the opportunity of proposing that toast. 


Changes and Remobals. 


Mr. Gordon Hawley, Incorporated Accountant, has 
removed his office to 37, Walbrook, London, E.C.4. 


Messrs. Pridie, Brewster & Gold, 133, Moorgate, London, 
E.C.2, have taken into partnership Mr. C. B. Cawthorne, 
A.C.A. The name of the firm will be unchanged. 


A Bill has been passed by both Houses of Parlia- 
ment and is now waiting Royal assent for the con- 
solidation of the Unemployment Insurance Acts. 


Lord Plender, F.C.A., has consented to accept the 
chairmanship of the governing body of the City of London 
College, rendered vacant by the death of Sir Arthur 
Maxwell, D.S.O. . 
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Practical Arbitration. 


A Lecrure given to the Bristol and Gloucester Branches 
of the West of England District Society of Incorporated 
Accountants by 
Mr. OSWALD GRIFFITHS, M.A., LL.B. 
Barrister-at-Law. 

In his opening remarks, the Lecturer explained that he 
would be unable in the time available to deal with the 
subject in detail. Neither could he pick out for special 
treatment the effect of the recent legislation upon arbi- 
tration as it existed up to 1935. His object would be 
to deal in a practical way with fundamental principles. 

Continuing, Mr. Grirrirus said: Whenever persons 
enter into a contract it is an implied term that should a 
dispute arise it shall be decided by a Judge in open Court ; 
in fact, it may be true to say that whenever the legal 
relations existing between persons have reached a stage 
of dispute that dispute shall be the subject matter of 
legal p in a Court of Law. So fundamental 
is thie principle, this right of English citizens, that any 
attempt to destroy it, even though the parties themselves 
agree to its destruction, will be construed as an ouster 
of jurisdiction and thereby be illegal and void. 

Yet, despite this, it has long since been acknowledged 
in English law that if parties have made provision for it, 
a civil dispute arising between them can be adjudicated 
upon out of Court by a person called an arbitrator. The 
right of arbitration, subservient of course to the greater 
right, was recognised even at Common Law, and received 
statutory force in the Arbitration Act of 1889, which, 
in its definition, sect. 27, defines a submission as “a 
written agreement to submit present or future differences 
to arbitration, whether an arbitrator is named therein 

or not.”’ 


OvusTER OF JURISDICTION. 

On the face of things it would appear, and you would 
certainly be pardoned if you thought that such an agree- 
ment is an ouster of jurisdiction of the Courts; but 
it is not so. In the background of arbitration there is 
always the Court. You will have missed the whole 
purport of arbitration and arbitration proceedings unless 
you get it quite fixed in your mind that arbitration 
proceedings are judicial proceedings, and the arbitrator 
a lay judge exercising judicial functions. It is only by 

this viewpoint of arbitration that the Common 
Law Courts could countenance the proceedings at all, 
and it must have been presupposed that the Courts had 
delegated its jurisdiction over a particular dispute to. a 
particular person to act as a lay judge in the matter. 

Thus, then, the simple agreement to submit disputes 
to arbitration was never construed as an “ ouster” of 
jurisdiction, but simplicity is not one of the virtues of 
con parties, certainly not of the members of the 
legal profession, who are often requested to set out the 
terms of a constructual relationship, and thus it will 
often be found that there are added to the simple agree- 
ment to submit other terms whose combined effect 
may tend to operate as an ouster of Court jurisdiction. 

Consider the following cases and illustrations. In 
the case of Czarnikow & Co. v. Roth, Schmidt & Co. (1923), 
one of the terms of a submission provided that “ neither 
buyer, seller, trustee in bankruptcy, nor any other person 
shall require, nor shall they apply to the Court to require 
any arbitrator to state in the form of a special case for 
the opinion of the Court any question of law arising in 
the course of the reference.” In the opinion of the Court 
such a term when read in conjunction with the agreement 
to submit would operate as an ouster of the Courts 


jurisdiction, and thus was void—void to the extent of the 
extra term, but not as to the agreement to submit. On 
the other hand, however, such terms as “ no action shall 
be brought on the contract until the dispute has been 
submitted to arbitration and an award has been made 
thereon,” or “unless an arbitrator is appointed (or 
unless arbitration proceedings are commenced) within 


(say) one month from the time that the right of action 


arises, the claimant shall be debarred from taking any 
action on the breach ” have not been construed as ousting 
the Court’s jurisdiction, but rather as “ postponing it " 
or making it a “ condition precedent ” to Court action. 
Such terms are usually found in insurance contracts 


or contracts of carriage of goods with railway and shipping 


companies. 
Stay OF PROCEEDINGS. 

If, therefore, a submission has legal recognition, what 
would be the attitude of the Court if one of the parties 
to a dispute commenced legal proceedings despite the 
fact that he was a party to an arbitration submission and 
in breach thereof? The other party has the right—before 
he has taken any steps in the proceedings—to ask the 
Judge to remit the dispute for the decision of the arbi- 
trator, as was originally agreed. In substance, the 
petitioner is in effect pleading that the Judge has no power 
to settle this dispute, that this dispute is outside the 
jurisdiction of the Court ; and so in theory it is, but merely 
because of the existence of the submission the Judge is 
not compelled to send down the case. 

He can, viewing all aspects of the case, exercise a dis- 
cretion. What factors will the Judge take into account 
in his deliberation ? If the matter in dispute is essentially 
a legal difficulty, or the Judge is satisfied, on the facts 
asserted, that any appointed arbitrator would have to 
seek the aid of the Court—as he is statutorily entitled to— 
in solving certain legal difficulties which must inevitably 
arise, the Judge would refuse the plea of the petitioner 
and proceed to adjudicate in the dispute. Or again, 
where the matter in dispute is a question of public policy 
or a matter contrary to law or good morals, or is an accusa- 
tion of or denial of fraud, it shall remain in open Court 
where it is only just and equitable that such matter 
shall be decided. Or where the Court is satisfied that it 
would not be equitable to permit the agreed arbitrator 
to settle the dispute, e.g., he has shown bias or has acted 
in such a way as to lead to the presumption that, before 
hearing the parties, he has preconceived ideas as to their 
rights ; or where it would be a gross miscarriage of justice 
to allow the agreed arbitrator to hear the dispute, e.g., 
he is insane, the Court would retain the case and hear it 
in open Court. If any of these circumstances do not 
exist, the case would then be remitted to arbitration. 

A submission, as already noted, is an agreement, and 
since it has contractual effect, there must be present both 
contractual capacity in the parties thereto, and the 
subject matter must be such as can rightly be decided by 
arbitration. 

PARTIES TO THE SUBMISSION. 

As to the former, let us ask ourselves whether there 
are any persons who cannot enter into an agreement to 
submit disputes to arbitration, or upon whom there are 
limitations in this matter. The position of an infant is 
somewhat doubtful, but to put it briefly we can certainly 
say that if the dispute arose out of a contract which, 
either by Common Law or by Statute, was binding on the 
infant, an arbitration agreement in relation to such 
dispute would also be binding. But if the dispute is in 
relation to matters which are not contractual it may well 
be that a submission on the part of an infant is voidable 
at his option. 

A married woman can properly be a party to a sub- 
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mission, but as is the case with her ordinary contracts, 
the submission can only be effectual as against her separate 
estate. 

Companies incorporated under the 1908 or 1929 Com- 
panies Act may, as ordinary individuals, submit to arbitra- 
tion, and a like position seems to have arisen in relation 
to public authorities as a result of the Local Government 
Act, 1933. 

As to partnership, the signature of one of the partners 
even in the firm’s name to a submission will not bind the 
firm unless special authority to such partner is shown, or 
unless such a method of settling the firm’s disputes is 
established by a course of dealing. 

With consent of the committee of inspection a trustee 
in bankruptcy may submit to arbitration any debts or 
claims in relation to the estate ; and by virtue of sect. 2, 
Arbitration Act, 1934, the trustee, with consent of the 
committee of inspection, may apply to the Court for 
power to submit to arbitration on a submission to which 
the bankrupt was a party prior to his bankruptcy, and 
where submission by the trustee was necessary for the 
purposes of the bankruptcy proceedings. 


SussecT MATTER OF ARBITRATION, 

Secondly, we have to consider the subject matter of a 
submission or the arbitration proceedings. As a simple 
statement of the position it may be stated that all matters 
and disputes which can be the subject of a civil action 
in the Courts can be submitted to arbitration proceedings. 
Thus this rule will exclude from arbitration all questions 
of criminal liability or all those matters, such as divorce, 
which are within the exclusive jurisdiction of the Divorce 
Courts. The arbitrator has the right, even though he 
be without legal knowledge or training, to adjudicate 
on points of law or on questions of mixed law or fact ; 
there is nothing surprising or inequitable in this when it 
be considered the arbitrator is a lay judge and the parties 
to the dispute have assented to his appointment. The 
arbitrator has the same power as a trustee in bankruptcy 
or liquidator to “‘ go behind ’—not upset—a judgment 
prove and test its original validity as a rightful claim 
and decide whether it shall be enforced. From the 
point of view of public policy disputes resting on a question 
of fraud shall not be the basis of a submission. 


THE SUBMISSION. 

So much mention has been made of the term submission 
that it now becomes essential to examine it in greater 
detail. 

In practice, the framing of the submission is one of the 
most important duties of the parties, since it defines and 
prescribes the rights and obligations of the parties and the 
contractual powers and duties of the arbitrator in relation 
to the proceedings. 

A public company incorporated under the Companies 
Act of 1929 need not have its own special Articles, as a 
deficiency in this matter will be supplemented by Table 
A; but few if any companies incorporate without special 
Articles, as the peculiar needs of each particular company 
must be satisfied by Articles best suited to its require- 
ments. And so it is with a submission. The parties 
may have agreed without other terms to submit 
disputes to arbitration, and in such a case the First 
Schedule to the Arbitration Act, 1889, as amended by the 
Arbitration Act, 1934, will supplement their agreement, 
as this schedule sets out what provisions are to be implied 
in every submission, e.g., “‘ if no other mode of reference 
is provided, the reference shall be to a single arbitrator.” 
Consider, therefore, what terms may be found in a properly 
constructed submission. Primarily, I suppose, the parties 
will make provisions with reference to the number of 
arbitrators and the mode or manner of their appointment. 


There is no statutory limitation to the number of arbi- 
trators, but parties are well advised to limit the appoint- 
ment to one only, as where the submission provides for 
the appointment of two arbitrators, one by each party, 
there is a natural tendency for each arbitrator to be quite 
unconsciously an advocate for the case of the party 
appointing him, and not to act, as was intended, as an 
impartial judge on the matter in dispute. Just one 
difficulty may arise, for unless the parties make it quite 
clear that a dispute arising shall be settled by arbitration, 
it may be construed that where a reference is to one 
arbitrator, especially where he is mentioned by name 
merely, that person, and that person alone, is to be the 
arbitrator, and consequently, since there was no general 
intention to submit presumed, the whole submission will 
fail if the named arbitrator refuses or is unable to act. 


The arbitrator or arbitrators will see that there is a 
remuneration clause included, whether a lump sum or 
the method of its computation. Such a clause will not 
only give a clear, undisputed right to payment, but may 
prevent much unpleasantness arising later. The parties 
may also decide who shall ultimately bear the liability 
for remuneration, or how, if at all, it is to be apportioned. 
but this should be so worded as not to be binding on the 
arbitrator, who should be able to demand his fee from the 
person who takes up the award. The submission cannot. 
however, make provision that the parties or any parties 
thereto shall in any event pay their own or his own costs. 
of the reference. 


As a natural safeguard to themselves the parties wil! 
include in the submission a term with reference to the 
time within which an award shall be made. Some 
provision of this sort appears to be necessary, as the 
Arbitration Act of 1889 leaves the parties at the mercy of 
the arbitrator in this matter. The Act of 1934 has made 
a half-hearted attempt to remedy this by giving the Court 
power to remove from office and disallow the remuneration 
of any arbitrator who fails to use all reasonable dispatch 
in entering on and proceeding with the reference and 
making an award. This is a power which I fancy the 
Court will rarely be called upon to exercise ; theoretically 
it seems all right, but in practice it is a very difficult 
and delicate matter to question the efficiency of one who- 
is usually a professional man. 

Next, the submission may make reference to the pro- 
vision of legal aid to the arbitrator. The arbitrator is 
appointed to himself settle the dispute which has arisen ; 
if he is up against a legal difficulty he has the right to 
state a case for the opinion of the Court or he may even 
attempt to settle the difficulty himself, but, prima facie, 
he cannot seek the aid of those who are professionally 
qualified to settle legal difficulties. As a consequence the 
submission may permit the arbitrator to have present at 
the proceedings a solicitor who shall act as legal advisor 
to the arbitrator, but this will not permit the arbitrator to 
shift the duties of his office to such advisor. The arbitrator 
is not allowed to delegate his office to another, and to do 
so would be misconduct sufficient to remove him from 
office. Thus in the recent case Dreyfus & Co. v. Aranachala 
Ayyu (1931) an arbitrator prefaced his award with the 
words “after taking independent legal opinion, I have 
decided that the alleged agreement of November, 1918, 
at no time constituted a concluded contract.””. When 
application was made to the Court to set aside the award 
on account of the arbitrator’s conduct in seeking legal 
advice without consent of the parties, the Court rejected 
the application, as the award (which was the only evidence 
of the conduct) clearly indicated that the arbitrator had 
not in fact delegated his duties of settling the dispute 
(“I have decided that”); and in point of fact the 


+ 


Marcu, 1935] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 211 


Arbitrator had merely sought advice upon legal principles 
bearing upon the dispute. 

Formerly the submission gave an arbitrator the right 
to make interim awards, but this is now unnecessary as 
the 1984 Act has given “the arbitrators or umpire the 
right if they think fit, to make an interim award.” 

Where more than two arbitrators are acting the sub- 
missions may make provision for a majority award as 
otherwise an unanimous verdict is necessary, a matter 
which in practice may prove difficult or perhaps cause the 
extra expense of the appointment of an umpire to save the 
situation. 

Where three arbitrators are appointed the Arbitration 
Act of 1934 provides that a majority award is sufficient, 
but where the circumstances are such that the third 
arbitrator is appointed by the arbitrators appointed by the 
parties the Act has no application, and as a consequence 
the submission should make provision for a majority 
award, as otherwise it may prove difficult or perhaps 
impossible to get an unanimous verdict, in which case the 
extra expense and delay of the jurisdiction of an umpire 
becomes necessary to save the proceedings. 

So much for the contents of the submission. To what 
extent is it binding on the parties ? As a summary state- 
ment to that question it may be said that the Act of 1934 
has so altered the law that neither the death nor bank- 
ruptcy of a party will release him from his obligations. 

THE ARBITRATOR. 

And now a few words concerning the person who may 
be appointed arbitrator. The parties have an entirely 
free hand in this matter, since there is no statutory or 
common law restriction upon the right of the parties to 
appoint any person they may so desire. It is only to be 
expected that they should appoint a person of full age 
who is likely to be fair-minded, free from bias or ulterior 
motive. From a practical viewpoint the appointment 
should be of a person skilled in matters relative to the 
subject matter of the dispute, and preferably one with 
some legal training or knowledge. He should be a person 
who is neither related to one of the parties in the dispute 
or having connection with the subject matter of the 


dispute. 
THE PROCEEDINGS. 
It becomes necessary now to describe briefly the pro- 


ceedings taking place before the arbitrator. I have 


already made sufficient emphasis upon the fact that an 
arbitrator is a lay judge called upon to settle a dispute, it 
follows naturally that arbitration proceedings must be 
judicial proceedings, in fact it is the duty of the arbitrator 
to conduct the proceedings and himself as if he were 
truly a judge hearing an action between plaintiff and 
defendant in the ordinary Civil Court. 

The time, date and place for the first hearing of the case 
having been mutually agreed upon by parties and 
arbitrator, the dispute is submitted to the Court by the 
parties or, if appointed, by Counsel on their behalf. 

Evidence of the matter asserted of the claims and 
counterclaims will be submitted, and it is for the arbitrator 
to decide the competency of a witness, but it is a matter 
of rule of Court as to the propriety of the evidence which a 
witness may give. Where necessary in the opinion of the 
arbitrator he may sue out writs, ¢.g., subpena duces 
tecum, to have placed before him evidence which he may 
desire 


The arbitrator must hear evidence in the presence of 
each party, for to do otherwise would be such a gross mis- 
carriage of justice—every party should have the right to 
test the validity of evidence submitted to the tribunal 
hearing his case—as to be good grounds for removal of 
the arbitrator. Proceedings ex parte are justified if notice 
has been served on a party of the arbitrator’s intention 


to hear particular evidence and the party still absents 
himself from the p 
After the arbitrator has heard as much of the case as 
ee cee, ae eee ne oe Se 
has given each party—or their counsel—the right 
up their case, the arbitrator may close the pro- 
ceedings, telling the parties he will notify them when he 
will publish the award. 

There is no fixed period, unless the submission provides, 
within which the award is to be published. All that is 
necessary is that the arbitrator use all reasonable dispatch, 
otherwise he can be removed from office by order of the 
Court and his remuneration disallowed. 


THE AWARD. 

The award should set out quite clearly all its terms, be 
free from clerical error or omission and from latent or 
patent ambiguity. It is important that it should be in 
keeping with any required terms of the submission and 
deal exactly with the matter in dispute making no attempt 
to adjudicate upon matters which were not within the 
terms of the submission. It must not be wrong in law 
on the face of it and cannot compel the performance of 
that which is illegal, immoral or impossible. Unless it is 
the form of a special case, for the Court’s adjudication on 
appeal, it must be final in its term leaving to the 
decision of no other person any matter in the reference. 

Lastly, we have to consider the enforcement of the 
award. If so much time and money has been spent 
upon obtaining the award, what then is its value to the 
successful party ? If the submission is an oral submission 
an award thereon is only effective as a right of action. 
This may be not of much value, as when the Court is 
called upon to give judgment the right of action in its 
opinion may prove worthless. Oral submissions are for 
this reason very rare. 

Where, however, the submission is in writing, it may be 
enforced, by leave of the Court, in the same manner as a 
judgment or order to the same effect. Thus the parties 
are in the same position as if Court Judgment had been 
given on the dispute, and the remedies of execution, 
attachment, order for specific performance are available 
to enforce the rights of the successful party, but—and 
this is still a blemish upon the proceedings—the award, 
even if it orders the payment of a sum of money, cannot 
be the basis of a bankruptcy notice on which to found 
bankruptcy proceedings against the debtor. 

Well, gentlemen, we have come to the end. I have 
purposely avoided burdening you with the detail of case 
names, case decisions and statutory references. I have 
merely attempted to give you the fundamentals, to 
introduce you to the subject, to give you a better idea 
of “ what it is all about * when you come to the study of 
arbitration for your examination. 


he 
and 
to sum 


Bengal and District Society. 

The annual dinner of the Incorporated Accountants’ 
Bengal and District Society was held at Spence’s Hotel, 
Caleutta, on January 19th. The function was’ well 
attended by the members and students. The chief guest 
was the Registrar of Joint Stock Companies, Bengal. 
Mr. S. N. Mukherji, President, reviewed the work of the 
Society and referred to many matters of local interest. 

Mr. S. N. Mukherji, President of the Society, further 
entertained the members of the Society to a dinner at the 
Continental Hotel on January 23rd. Most of the members 
were present and an enjoyable evening was spent. Mr. M. 
L. Tarmaster, who was due to proceed to London on 
January 26th, was entrusted to represent this Society 
at the Fiftieth Anniversary Celebrations of the Society of 
Incorporated Accountants and Auditors. 
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Incorporated Accountants’ Students 
Society of London and District. 


Annual Report. 
The Committee have pleasure in presenting their forty- 
fourth annual report and accounts for the year ended 
December 31st, 1934. 


MEMBERSHIP. 

During the past year 245 new members were elected, 
und at December 31st, 1934, the register contained the 
names of 1,882 members, classified as under: Ordinary 
members, 1,382; honorary members: in practice 166, 
not in practice 334; total, 1,882. 

REVIEW OF THE YEAR’S WORK. 

Eleven meetings were held during the spring and 
autumn sessions, all of which were well attended. 

The Committee desire to express their appreciation and 
thanks to those members of the legal profession, repre- 
sentatives of the press and members of the Parent Society 
who were good enough to read papers and to contribute 
to the success of the programme. 

A feature of the year’s work has been the inclusion, 
in each session, of one lecture with blackboard illustra- 
tions, more particularly designed to meet the needs of 
the less-experienced members. These lectures, given 
by Mr. W. J. Back, A.S.A.A., attracted large attendances 
and were much appreciated by our members. 

In order to stimulate the interest of those members 
who had not passed the Parent Society’s Final examina- 
tion, a prize essay competition was arranged, the subject 
chosen being “Test Methods in Auditing.” Sixty 
essays were submitted, and in view of the number and 
standard of the papers, an extra prize was awarded. 

The following competitors were adjudicated prize- 
winners :— 

Mr. H. Owen Fowler 
Mr. C. Waller [| Beet Pines. 
Mr. Roy D. Albury Third Place. 

Essays submitted by Mr. A. F. Davies, Mr. E. J. Harris, 
Mr. W. G. Chapman, Mr. E. J. Field and Mr. H. A. 
Farrell were commended, and all these competitors were 
awarded souvenir books. The two first prize-winning 
essays, submitted by Mr. H. Owen Fowler and Mr. C. 
Waller, were read at the final meeting of the Autumn 
Session. 

THE PRESIDENT. 

Sir Stephen Killik, J.P., F.S.A.A., the President of 
the Society for the past five years, was in September 
last elected Lord Mayor of London for the year 1934-35. 
The congratulations of the students were tendered to 
him at the opening meeting of the Autumn Session, 
when the Vice-President, Mr. G. Roby Pridie, F.S.A.A., 
made a presentation of a pair of silver candlesticks 
dated 1765. 

A gift was also presented to his daughter, Mrs. Green- 
land, who is the Lady Mayoress. 

Sir Stephen has since been elected an honorary member 
of the Society of Incorporated Accountants and Auditors. 
RECEPTION AND DANCE. 

One of the first engagements of the Lord Mayor and 
Lady Mayoress after office was to receive the 
members and guests of the Students’ Society at the 
reception and dance held on November 16th. The 
function—the first of its kind to be held by the Society 
for many years—was thoroughly enjoyed. 

- EXAMINATIONS OF THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS. 
The following members of the Society obtained Honours 


at the Parent Society’s examinations during the year 
1934 :— 

May.—Final: Mr. Arthur Edward Langton, LL.B., 
First Certificate of Merit; Mr. Derek Oswald Bailey, 
Second Certificate of Merit ; Mr. William Harry Green- 
field Cocks, Third Certificate of Merit. Intermediate : 
Mr. Ronald Wallace Keene, Second Place Certificate : 
Mr. Reginald Clifford Methold, Fourth Place Certificate. 

NoveMBER.—Final : Mr. Geoffrey Morgan, First Cer- 
tificate of Merit; Mr. Arthur Hedley Marshall, B.Sc., 
Third Certificate of Merit ; Mr. Alex Ferris Davies, Fourth 
Certificate of Merit; Mr. Noshir Jamshedji Pavri, 
B.Com., Fifth Certificate of Merit. Intermediate: Mr. 
Edwin Bertram Oubridge, First Place Certificate ; Mr. 
Leonard John Dennis Jones, Second Place Certificate ; 
Mr. Samuel Arthur John Young, Third Place Certificate ; 
Mr. Frederick William John Robinson, Fourth Place 
Certificate; Mr. John William Margetts, Fifth Place 
Certificate; Mr. Arthur Douglas Ward, Sixth Place 
Certificate ; Mr. Colin St. Clair Proctor, Seventh Place 
Certificate. 

PrizE AWARDS. 

In connection with the foregoing examinations, the 
following student members, who headed the list of honours 
granted by the Parent Society, were also awarded the 
Students’ Society prizes, viz :-— 

Final Examinations.—May, 1934: First Prize, Mr. 
A. E. Langton, LL.B. ; Second Prize, Mr. D. O. Bailey. 
November, 1934: First Prize, Mr. G. Morgan; Second 
Prize, Mr. A. H. Marshall. 

Intermediate Examinations.—May, 1934: First Prize, 
Mr. R. W. Keene; Second Prize, Mr. R. C. Methold. 
November, 19384: First Prize, Mr. E. B. Oubridge : 
Second Prize, Mr. L. J. D. Jones. 


LECTURES AND DISCUSSIONS. 


The lectures and discussions held during the Spring 
and Autumn Sessions were as follows :— 
Spring, 1934— 
** Accountancy, Finance and Civilisation,” by Mr. 
Francis Williams, City Editor, Daily Herald. 
‘*Economics and its Principles,’ by Mr. W. H. 
Coates, LL.B., B.Sce.(Econ.), Ph.D. 
‘“* Partnership Accounts,” by Mr. W. W. Bigg, F.C.A., 
Incorporated Accountant. 
“Practical Points in Company Work,” by Mr. 
W. J. Back, Incorporated Accountant. 
“* Damages and Compensation in Relation to Income 
Tax,” by Mr. Roland Burrows, K.C. 


Autumn, 1934— 
“The Changing Structure of Modern Business,” by 
Mr. Colin Brooks, Financial Editor, Sunday 


Dispatch. 

“Procedure in Creditors’ Voluntary Liquidation,” 
by Mr. Gordon E. Radford, A.C.I.S., Incorporated 
Accountant. 

“The Statistical Presentation of Financial Data,” 
by Mr. W. J. Back, Incorporated Accountant. 

‘The Agricultural Marketing Act and the Orders 
made thereunder,” by Mr. R. C. Essenhigh, M.P. 

* Appeal Functions of the Special Commissioners 
of Income Tax,” by Mr. J. A. Ellison. 

“* Test Methods in Auditing” (Prize Essay Com- 
petition). Reading of Papers by Mr. H. Owen 
Fowler and Mr. C. Waller. 


** TRANSACTIONS.” 

The thirty-eighth volume of “ Transactions” for the 
year 1933-34 has been published and gratuitous copies 
are available to members of the Students’ Society at 
Incorporated Accountants’ Hall. 
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Some Aspects of the Appeal 
Functions of the Special 
Commissioners of Income Tax. 


A Lecrure delivered before the Incorporated Accountants’ 
Students’ Society of London and District by 
MR. J. H. ELLISON. 

Mr. A. Sruart ALLEN, Incorporated Accountant, 
occupied the chair. 

Mr. ELiison said: Let me preface my remarks by 
stating that the opinions I am about to express are 
personal, and are not to be taken as carrying authority. 
That is to say, that my observations are not to be trans- 
lated as dicta of the Board of Inland Revenue, but merely 
as the comments of a servant of that department. 


Before I deal with the actual subject of my paper, 
which is upon “‘ Some Aspects of the Appeal Functions 
of the Special Commissioners,” let me speak generally of 
taxation as I think it affects your future career as members 
of the Society of Incorporated Accountants and Auditors. 
Probably, in the ordeal of your Final examination a certain 
proportion of the questions will be concerned with the 
difficulties of income tax, and that it is difficult no person 
can deny. One has only to turn to the opening of many 
income tax cases. The learned Judge so frequently com- 
mences, ** This is a most troublesome case,” or “* This is a 
most difficult point.” Indeed, sometimes he has opened 
by saying, “This is a most trouble some and a most difficult 
question’! So far back as 1889 the Master of the Rolls 
in the Clerical Medical case made reference to the puzzling 
nature of the arguments. What he would have thought 
of some of the Dominion income tax problems I really 
cannot fathom. However, there it is, and you will 
probably be expected to have more than a nodding 
acquaintance with the subject in your examination. 
[ do not know the minds of the examiners; I cannot 
foresee the questions that will be set, and while I hope 
that my paper may be of value in dealing with those 
questions, yet it is undertaken partly with a view to your 
actual career as fully qualified men and women; for, 
believe me, an accountant’s life does embrace the dealing 
with the income tax and surtax liability of clients, and— 
to the older members on the platform—I need scarcely 
say that the accountancy profession has found the elucida- 
tion of the mysteries of taxation a most profitable subject. 
When I murmur the words “ excess profits duty” it 
must recall to some of you gentlemen a certain gratifying 
feature, the nature of which, I believe, is termed “ special’’! 
The intricacies of the excess profits duty legislation were 
so manifold that some were never really solved even by 
the expert. That levy brought in gross something like 
£1,200,000,000, but on the contra side was a repayment of 
over £200,000,000, and the practical knowledge required 
to prove the clients’ title to repayment was, I understand, 
very lucrative to the members of your profession. 


So much for preamble. To-night I propose to deal 
mainly with the duties of the Special Commissioners 
merely as regards the hearing of appeals. The Special 
Commissioners have other duties to perform, but it 
may be taken upon the evidence of Mr. Howe—the late 
Presiding Special Commissioner—before the Royal Com- 
mission on Income Tax of about fourteen years ago, 
with Lord Colwyn as the chairman, that by far the most 
important and difficult part of the work imposed by 
Statute upon the Special Commissioners is that of hearing 
appeals, and, where required, stating cases for the opinion 


of the High Court. This statement as to the importance 
and the difficulty of the work merits examination, and 
it would be as well, therefore, to consider how far it can 
be supported by some details of this branch of the work 
that falls to be dealt with by the Special Commissioners, 
to which, however, I will refer later. 


COMPOSITION OF THE SPECIAL COMMISSIONERS. 

First it would be as well to understand who are the 
Special Commissioners. If one turns to sect. 67 of the 
Income Tax Act, 1918, one finds that they consist of the 
Commissioners of Inland Revenue, that is, the members 
of the Board of Inland Revenue who are ez officio Special 
Commissioners, and also of other persons appointed by the 
Treasury. It is these other persons by whom the appeal 
duties assigned by Statute are performed. The ex officio 
Special Commissioners, that is, the Commissioners of 
Inland Revenue, deal with certain repayment work, 
but in no way are they concerned in determining appeals 
against assessments. 


It might be as well for me to explain their composition. 
These gentlemen, seven in number, are appointed by the 
Treasury, and in the words of the Act they are allowed 
such sums in respect of salary and incidental expenses 
as the Treasury direct. While certain of the present body 
are barristers, the Act does not require the Special Com- 
missioners to have any professional qualifications, and, 
indeed, their present number include certain who have 
had experience within the Department of the Board of 
Inland Revenue. No one, however, need doubt their 
strict impartiality, to which testimony was given by 
Mr. A. M. Bremner, who, on behalf of the Bar Council, 
gave evidence before the Royal Commission. Mr. Howe 
also when before the Commission denied the suggestion 
that the Special Commissioners were under “ pressure,” 
as he termed it, from the Board of Inland Revenue, 
and he made the point in order definitely to clear the 
matter that never had the Board of Inland Revenue 
endeavoured to influence a decision by the Special Com- 
missioners. In the face of these opinions it should be 
unnecessary to labour the distinction between the Special 
Commissioners and the Board of Inland Revenue. 


Discussion WITH INSPECTORS. 

I have mentioned that as accountants you will probably 
be called in by your prospective clients to advise them 
as to the computation of their liability to income tax, 
and in this lecture I intend to confine my remarks to 
liability under Schedules D and E, for, save in Northern 
Ireland, the Special Commissioners are not concerned 
with the assessments to duties under Schedule A and 
Schedule B. Also as the time at my disposal is limited 
I cannot touch upon the subject of surtax, for the assess- 
ment of which the Special Confmissioners are solely 
responsible. The accountant then takes up the question 
of the computation of his client’s liability, and if I may 
be so bold as to offer advice to accountants, in dealing 
with Inspectors in the preliminary stages, may I suggest 
that with a view to effecting agreement it would be as 
well to give the Inspector all the facts of the case. So 
many times either an Inspector or an accountant is 
quite positive that the question in dispute is governed 
by the decision in, say, A v. B, but so many times the 
Accountant or the Inspector overlooks the point that the 
decision in A v. B was given upon certain facts which 
are not present or are not wholly present in the case 
urder discussion. 

At some period in the discussion between the Inspector 
and Accountant it may be that the former will require 
to see certain material which it is not proposed to put 
before him. As you probably know, the Inspector can 
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demand nothing except a return, but he is entitled to 
inspect and to take copies from any schedule which has 
been demanded by precept of the Appeal Commissioners 
under sect. 139. 


Now, what is the scope of sect. 189? Does it include 
balance sheets ? Does it include access to books ? Does 
it include the private pass books of the directors of an 
appellant company ? Upon this point I cannot do better 
than refer you to the decision of the Court of Appeal in 
the case of Haythornthwaite v. Kelly, at 11 T.C., 668, the 
Court’s opinion being, I think, very well summarised in 
the judgment of the Master of the Rolls. It is a long 
judgment, but it is full of sound advice, and I suggest 
that it might well be given ample consideration as defining 
what evidence Appeal Commissioners may require in 
order to displace an assessment. 


One other point. When accounts have been put in 
in response to a precept, are they necessarily to govern 
the extent of the liability? Upon this I think the 
judgment of the High Court in Ireland in the case of 
Neill v. C.I.R., heard in Dublin in 1918, might be of 
interest. In that case accounts prepared by a firm of 
Incorporated Accountants were put in as evidence and 
relied upon as proving the appellant’s title to have the 
two assessments made upon him totally discharged. 
No balance sheet was produced, however, and the corro- 
borative details which were required were not forth- 
coming. The Special Commissioners refused to accept 
the accounts and to discharge the assessments entirely, 
but they gave effect to their judgment on the matier by 
reducing the assessments so far as they considered right. 
The High Court, in dismissing the appeal made by the 
appellant, concluded its judgment by stating that the 
Special Commissioners were not in any way bound to 
take the accounts as accurate in the absence of the pro- 
duction of the vouchers on which the accounts were made 
out. In the circumstances the Court could not say that 
the Commissioners had exceeded their jurisdiction. They 
were placed in a position of great difficulty, and in the 
opinion of the Court they had taken a wise, reasonable 
and proper course. 


If I may say so, it has not been unusual for either the 
Crown or the appellant to throw up their case once the 
facts have emerged. I do suggest, therefore, that at the 
outset, facts, facts, and yet more facts, should be set 
out for the examination of the representative of the 
Crown. 


If, however, you are of opinion that upon a point of 
principle your contention is right, and can be supported 
by dicta in certain strictly relevant cases, or even by 
your reading of the Act, then go ahead—remember that in 
the Ormonde Investment Company case (13 T.C., 400), 
the practice of the Department of over 80 years standing 
was found to be wrong. Rule 1 (2) of Cases 1 and 2, 
Schedule D, did not apply to assessments under Rule 1 
of Case V, and as a consequence of the judgment of the 
House of Lords in this case the company benefited to the 
extent of over a quarter of a million pounds in tax, for 
the figures were heavy. 

This Ormonde case affords a good illustration of how 
judicial opinion may differ. In the first place, the Special 
Commissioners decided the appeal in favour of the Crown. 
The company thereupon required the statement of a case 
for the opinion of the High Court. In the King’s Bench 
the determination of the Commissioners was reversed by 
Mr. Justice Rowlatt. The Crown appealed against that 
judgment, and won their case by the unanimous decision 
of the Court of Appeal. The company, however, was 
not satisfied, and took the case to the Lords, and ultimately 


obtained the verdict, though even then Lord Buckmaster 
delivered a dissenting judgment. 

Let me say in passing, however, that other concerns 
could not to-day quote the Ormonde case as being in their 
favour. The basis of liability has been altered by legisla- 
tion—the Finance Act of 1926 has stopped that loophole. 


OptIon oF APPEAL HEARING BY THE SPECIAL OR GENERA). 
CoMMISSIONERS. ~ 

I have, I fear, shot rather ahead and come to the 
Appeal Court before I have given some little description 
of how the Commissioners are first to be approached. 

While certain matters for appeal to which I will refer 
later are necessarily to be heard by the Special Com- 
missioners, yet in the generality of the cases there is the 
option of a hearing before the General Commissioners, 
and it is interesting to note in this connection the answer 
of Mr. Bremner to a question put to him by the Chairman 
of the Royal Commission practically as to the respective 
merits of the General and the Special Commissioners. 
If, he replied, he has a case which presents considerable 
complications with regard to Income Tax Law which 
may involve reference to various sections of the Acts 
and the citation of various authorities, he is always 
confident when before the Special Commissioners that 
they will understand his point. When before the Special 
Commissioners Counsel can shorten his case. He can 
merely refer to the principles of a well known case, and 
such a reference without detail will be quite appreciated 
by the Special Commissioners. The opinion of such an 
eminent jurist as Mr. Bremner, who, I think, was called 
to the Bar nearly seventy years ago, and figures in Tax 
Cases as early as 1881, must, I suggest, carry great weight. 
and possibly because solicitors and accountants have 
followed Mr. Bremner’s lead, the cases brought before 
the Special Commissioners are mostly of an intricate 
nature. This, however, is not to deny the usefulness of 
the General Commissioners as an appeal tribunal. Their 
local knowledge of the cases that are brought before them 
must be of great value in assessing the statements made 
by the contending parties, but, as Mr. Bremner stated, 
it is difficult for }aymen to apply the decisions of a Law 
Court, and it is unsatisfactory to come away with the 
conviction that the tribunal has failed to understand the 
position. 

I do not know the proportions of appeals heard respec- 
tively by the General and the Special Commissioners. 
but I do know that the appeals heard by the Specia! 
Commissioners in the main are most difficult and complex. 
In this connection it might be noted that as regards cases 
demanded for the opinion of the High Court concerning 
Excess Profits Duty, the Special Commissioners were 
responsible for about 70 per cent. of the cases so stated. 
This, I think, is a tribute to the regard paid to their tax 
knowledge by tax-payers and accountants. I think also 
that with regard to appeals in general upon any difficult 
point of law the enlightened tax-payer would consult his 
solicitor, who, if doubtful, would probably obtain Counsel's 
opinion. If Counsel thinks the tax-payer has a good 
chance of success, he would doubtless be briefed to conduct 
the appeal. Counsel’s expenses for attending in the pro- 
vinees are heavy, and possibly for this reason the tax- 
payer suggests that the hearing of the appeal should take 
place in London before the Special Commissioners. By 
this means it can easily be seen that the Special Com- 
missioners absorb most of the complicated points for 
settlement between the Revenue and the tax-payer. 
The General Commissioners also hear appeals only at 
certain times during the year—mostly in November or 
May—but the Special Commissioners sit every day, save 
in the Long Vacation, and they are therefore always 
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accessible. While at the conclusion of an appeal hearing 
the Act merely requires the Commissioners to reduce, 
confirm or increase an assessment, nevertheless the Special 
Commissioners in the case of an appeal of any importance 
invariably give their reasons for their judgment. Thus 
the point of law is made clear, and should a case be 
demanded, the Court can ascertain how the Commissioners’ 
minds worked in arriving at their decision. 
PROCEDURE AT AN APPEAL MEETING. 

Now let us assume that the Accountant and the Inspec- 
tor have failed to agree the liability of the tax-payer, 
and notice of appeal has been given to the Special Com- 
missioners. The case is reported by the Inspector, who, 
however, merely gives details of the assessment, the 
description of the profits assessed, and the points for 
determination by the Commissioners. A copy of these 
points is sent to the opposing party. In due course, 
if a London hearing is required, the appeal is set down for 
hearing at York House, Kingsway, and at least three 
weeks’ notice is given to each side of the date appointed 
for the meeting. The case is set down on a certain day 
at a certain time, and at that time, with both parties 
attending before them, the appeal is opened on behalf of 
the appellant by his advocate if the appellant is so repre- 
sented. 

The opening usually occupies some time. Sometimes, 
indeed, it takes the form of a statement of the facts 
which is read by the representative of the appellant, 
and the cases thought to affect the point are mentioned. 
After the opening, witnesses may be called to give evidence 
as to the facts, and this evidence is then tested by cross- 
examination. In my opinion, this stage in the hearing 
of an appeal is a most important one, for if from the 
evidence the Commissioners arrive at a conclusion of 
fact, e.g., that the appellant is or is not trading, then 
the Courts would hesitate to question the finding. It 
is unappealable if there is evidence to support the finding, 
and upon this difficult question of fact as opposed to 
law, the review of authority by Scrutton (L.J.), in the 
Rees Roturbo Development Syndicate case, at 13 T.C., 
390, is most illuminating. 

After all the evidence has been thoroughly sifted, 
and the contentions of law, &c., have been stated by the 
representative of the appellant, the representative of the 
Crown urges his contentions of the law as applicable to 
the facts, to which the appellant or his agent has the right 
of reply. The decision is then given, or the Commissioners 
adjourn for the purpose of considering their determination. 
Once the determination is given, the party aggrieved by 
it, whether the Appellant or the Inspector, if dissatisfied 
with it as being erroneous in point of law,may declare 
his dissatisfaction, and, within a certain time limit after 
the date of the determination, require a case to be stated 
for the opinion of the High Court. When such procedure 
is required the Special Commissioners consider that no 
time should -be lost in drafting the case so demanded. 
The attention of the Royal Commission was called to the 
frequently long intervals between the determination of 
the Appeal Commissioners and the hearing in the High 
Court. This delay also has been many times commented 
upon by various Judges in the High Court, Lord Justice 
Serutton being particularly incisive in the course of his 
judgment in Belfour v. Mace. The Special Commissioners 
therefore do not now allow an indefinite time to either 
party for the consideration of a draft case, but they 
have appointed a time limit for its revision. If, after 
reminders have been sent, that time limit is exceeded, 
the Special Commissioners will notify the recalcitrant 
that unless the draft is returned by a certain date they 
will be unable to give consideration to any suggestions 


that the party may wish to see incorporated in the case 
as finally presented to the Court, and they will proceed 
to state and sign the case finally, and will sent it to the 
appellant for transmission to the High Court, in accordance 
with the terms of sect. 149 (1) (d). Here it may be 
mentioned that the Special Commissioners do not corre- 
spond with either side regarding the suggestions made 
for the amendment of a draft case, nor do they necessarily 
accept those suggestions which Lord Justice Scrutton 
describes in Belfour v. Mace as a series of diplomatic 
moves in various coloured inks. The Commissioners 
themselves are responsible for the terms in which the 
case is ultimately presented to the Court, and must 
therefore be the arbiters of the manner in which the case 
is finally stated. 

LimrraTION OF CaSE DEMAND UNDER SECT. 149 OF THE 

IncomE Tax Act, 1918. 

While upon the question of the relationship of the 
Special Commissioners and the Courts, it may be as 
well to consider how far the Courts are of opinion that 
there is a right to the statement of a case following dis- 
satisfaction expressed with a finding of the Appeal 
Commissioners. 

I have, however, mentioned this previously, when 
referring to Lord Justice Scrutton’s judgment in the 
Rees Roturbo case, but it is interesting to observe that 
that eminent Judge added that in his view it is impossible 
to reconcile the various statements of high authorities on 
the Division between fact which is unappealable and law 
which is appealable. Generally speaking, a decision upon 
a point of law is always open to review by the Courts and, 
indeed, in Scottish cases the point of law upon which the 
opinion of the Court is sought must be included as a para- 
graph in the stated case. A Commissioner’s decision upon 
a question of fact is final, but if the evidence before the 
Commissioners is included in the case, then it is open 
to the Court to say whether the evidence justified what 
the Commissioners held. American Thread Company 
case (6 T.C., 163). 

In addition, I would call your attention to the Judges’ 
views in Watkins v. Hugh Jones (14 T.C.,94) and Rose, 
Smith & Co., Limited, v. The Commissioners of Inland 
Revenue (17 T.C.,586). Following the expression of opinion in 
the first case, the Special Commissioners will not no whear 
an appeal where the point at issue concerns the amount 
of relief in respect of premiums paid for life assurance 
policies, nor will they state a case under the Error or 
Mistake Section save only where a point of law arises 
in connection with the computation of the profits and 
gains within the meaning of the proviso to sect. 24 (5), 
Finance Act, 1923. 

As a consequence of the opinion in Watkins v. Hugh 
Jones, the Special Commissioners deal with disputed 
claims in respect of life assurance premiums by means 
of the affidavit procedure. (Sect. 67 (3), Income Tax Act, 
1918.) The claimant is asked to state all the facts in the 
form of an affidavit to be made before a General Com- 
missioner, the policy and the receipts being made exhibits. 
Opinion is divided as to the efficacy of the affidavit pro- 
cedure. To some it appears cumbrous and unsatisfactory, 
for it allows no opportunity for the Commissioners to 
obtain the views of the Crown. 


FUNCTION OF THE SPECIAL COMMISSIONERS. 

One would imagine from the fact that learned Counsel 
are so frequently appearing before the Special Com- 
missioners in support of appellants that the function of 
the Special Commissioners is a judicial one, but it is 
worth while considering how far any decision of the 
Special Commissioners can be taken to be binding upon 
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themselves in future cases. Departmentally, the Special 
Commissioners do observe previous decisions by their 
colleagues, and follow precedent, but the opinion of the 
Court of Appeal in the case of C.J.R. v. Sneath (as Com- 
mittee for D.G.M.), 17 T.C., 149, is valuable as defining 
in precise terms the function of Appeal Commissioners in 
deciding an appeal. The respondent in that case had, on 
a prior occasion, appealed to the Special Commissioners 
; assessments to super-tax made upon him as 
Committee of the patient’s estate, on the ground that the 
Committee’s remuneration and the lunacy percentage 
paid for the year’s material did not form part of the 
patient’s income for the purpose of super-tax. On the 
occasion of that appeal the deduction claimed was allowed, 
and that decision was not contested by the Crown, but 
at a subsequent date the Courts held in the case of the 
Committee of A. B. v. Simpson (14 T.C., 29) that a similar 
deduction was not allowable. Nevertheless, when Sneath 
again appealed to the Special Commissioners, Counsel 
argued that although the point of the allowance was 
against him by reference to the judicial opinion in A. B. v. 
Simpson, yet by reason of res judicata the Special Com- 
missioners were bound by their previous decision. 

This question raised the whole subject of what, in fact 
and law, was the nature of a Commissioners’ decision 
on appeal, and it was held that the functions and powers 
of the Special Commissioners on the first occasion were, 
in effect, those of an assessor, and that the appeal pro- 
visions are merely part of the machinery to arrive at an 
assessment upon the subject. The Special Commissioners 
are not a “court of competent jurisdiction that has 
seisin, i.e., possession, of the case for the purpose of 
reaching a final decision inter partes.” 

Another case commenting upon the powers of the 
Special Commissioners and the limitation or, rather, 
elasticity, of their jurisdiction is that of Johnstone v. 
Chamberlain, at 17 T.C., 706. 


This case is so pertinent to the appeal functions of 
the Special Commissioners that I feel it may be of interest 
to give a brief summary of what happened. 

The appellant was originally assessed in Scotland, and 
was allowed children’s relief. He subsequently moved 
his residence to Henley, and the Inspector there dis- 
covered that the claim to children’s relief was doubtful. 
Additional assessments disallowing the relief were there- 
upon raised by reference to sect. 125. Appeal was made 
to the Special Commissioners. The Special Commissioners 
held that the additional assessments were valid by refer- 
ence to locality, but that on the question of the claim 
to relief the appellant would have to appear before the 
General Commissioners, who, under sect. 28, Income Tax 
Act, 1918, were the sole body who could determine the 
question of relief. A case was demanded, and in the 
Courts it was held that in the circumstances of this case 
the Special Commissioners had power to determine whether 
or not the additional assessments were wrong. In effect, 
therefore, they had to determine the claim to relief. 
One therefore gets this curious position, that while the 
Special Commissioners have no jurisdiction to determine 
a question of relief where such is given in terms of tax 
in arriving at the assessment, yet where the assessment 
is solely concerned with allowance or relief then they have 
jurisdiction. The Special Commissioners must, of course, 
obey judicial opinion, and they have governed themselves 
accordingly since the date of that judgment. 


So far I have dealt with the Special Commissioners as 
possessing and exercising all the powers of the General 
Commissioners with respect to the hearing of appeals. 
‘There are, however, certain appellate matters which, 


under the income tax code, fall to be dealt with exclusively 
by the Special Commissioners. Surtax, of course, is 
under their sole control, but a survey of its ramifications, 
the question of the liability to surtax of limited liability 
companies with the rights of appeal to the Board of 
Referees, &c., would tax your patience too heavily, and 
I cannot deal with that branch of taxation now. It will 
be as well, therefore, to confine my present remarks to the 
income tax aspect of the appeal functions of the Special 
Commissioners, and to conclude this paper with the 
consideration of some of those problems in the Income Tax 
Acts which the Legislature has entrusted to the Special 
Commissioners to the exclusion of the General Com- 
missioners. 

These particular questions are mainly concerned with 
Charity and Dominion Income Tax Relief, and also certain 
limitations of liability by reference to residence. Under 
various sections in the Act, inter alia, sect. 28, Finance 
Act, 1921, and sect. 19, Finance Act, 1925, where the 
claimant does not accept the ruling of the Commissioners 
of Inland Revenue on any of these matters, there isa 
right of appeal to the Special Commissioners with ultimate 
recourse to the Courts. It is perhaps not difficult to under- 
stand why the authorities consider that these perplexing 
matters should be dealt with exclusively by one body of 
Commissioners. Uniformity of treatment and regard 
for precedent are probably considered to be of value in 
determining the particular points that arise. Various 
bodies of General Commissioners might have varying 
views with regard to these difficult questions, but when 
such a matter of general importance arises the Special 
Commissioners as a body can consider the problem and 
obtain the views of all their members, and the decision 
thus arrived at will govern the determination to be given 
in future similar cases which have to be considered all 
over the kingdom. In the case of the General Com- 
missioners, however, this method of procedure is of course 
impossible. Such uniformity as obtains is confined within 
the boundaries of the division. 


RESIDENCE APPEALS. 


As regards the scope of liability by reference to resi- 
dence, which includes also ordinary residence and domicile 
—see sect. 27 (3), Finance Act, 1924—these are mainly 
questions of fact, and it is difficult to import into the 
finding of the Special Commissioners any point of law 
unless it be that upon the evidence the conclusion of the 
Special Commissioners is not well founded. In order, 
therefore, that the Special Commissioners, before arriving 
at their decision, may be made fully acquainted with the 
facts and be in a position to sift evidence, they have 
made it a rule that where the appeal concerns any one 
of these questions, direct evidence must be available in 
order that the representative of the Crown may have an 
opportunity for cross-examination. This form of pro- 
cedure has received the approval of the Courts in the case 
of Farrand v. Satterthwaite, 14 T.C., 469. In that appeal, 
which concerned Case 1 liability, where the General 
Commissioners had founded their determination upon 
statements made on behalf of the appellant in her absence, 
the Revenue Judge sent the case back to the General 
Commissioners to hear and determine it with the appellant 
as a witness. 

Cuariry APPEALS. 

In order to deal with Charity Claims one has to delve 
back in English law to an Act of Elizabeth, for in a 
Statute of 1603 were defined those certain purposes which 
are deemed to be charitable in English law, and by a 
decision of the House of.Lords in the Pemsel case, 3 T.C.,53, 
these have been mainly adopted as a foundation of the 
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present judicial view of the income tax reliefs granted to 
charitable trusts. The Courts take a wide view as to 
what constitutes a legal charity. The Pemsel case classes 
charities in the legal sense roughly as under :— 

(1) Relief of poverty. 

(2) Advancement of education. 

(3) Advancement of religion. 

(4) Other purposes beneficial to the community. 

Some of the anomalies which fall under these headings 
are rather incongruous. For instance, if two wealthy 
men, one a Jew and the other a Roman Catholic, each 
leave a fund of the same amount to obtain converts to 
their respective faiths, our mainly Protestant community 
taxes itself quite impartially to help them both. 

One other illustration. If a noble Lord endows a 
trust to subsidise Eton College to the extent of £1,000 
a year, that £1,000 a year will not bear income tax, 
and the effect of this relief is that the country as a whole 
has indirectly to pay a little more tax, for Eton College, 
being a public school, is exempt. 

(I need not explain to you—as accountants—that the 
greater the relief from income tax the higher must 
necessarily be the rate to make up the sum included in 
the Budget.) 

Dominion INcomE Tax RELIEF APPEALS. 
One might become almost lyrical over the difficulties 
of Dominion income tax relief. I believe that for many 
the Department considered some relief should be 
given, but it was thought the intricacies were insuperable. 
When at length effect was given to the recommendation, 
the section—43, of 1916—seems to have been badly drawn, 
for it was there enacted that the proof of the payments 
of United Kingdom income tax and also of Colonial income 
tax on the same part of the income was to be to the satis- 
faction of the Special Commissioners. Once the Special 
Commissioners were satisfied, the applicant was entitled 
to repayment of a certain sum, the amount of which was 
rather obscure. There were no indications, however, as 
to how he was to be repaid, and one might understand 
the feelings of an appellant who, after a lengthy hearing 
before the Special Commissioners, obtained the decision 
that they were satisfied that he had paid by deduction 
or otherwise United Kingdom income tax for a certain 
year of assessment on the same part of his income as 
had borne Dominion tax—and that was the finish of it. 
Sect. 28 of the Finance Act, 1921, however, was passed 
which filled up the gaps. ; 

I feel that Dominion income tax relief must be 
reserved as a subject to be dealt with only by the most 
eminent experts. A glance at the judgments where any 
Dominion income tax is in question will reveal the 
difficulties of the Judges in determining what is the 
law on the subject. Among other cases decided by 
the Courts,. two cases have been to the House of 
Lords, one concerning relief applicable to debenture 
interest paid in the United Kingdom, and the other con- 
cerning debenture interest paid out of Colonial profits. 
A thorough understanding of the judgments in these two 
cases, Dalgety Brothers, and recently the Assam Ra lways 
would reveal to the student some light upon Dominion 
income tax problems. In fact, the Lords’ decision in 
Assam is relatively simple, almost too simple, and I am 
wondering what repercussions will arise! After the 
student has read the judgments, if he will remember that 
in the first place the determination of the appeals was 
a matter for the consideration of the Special Commissioners 
(and I would particularly refer him to their lengthy 
decision in Commissioners of Inland Revenue v. Dalgety 
Brothers, 15 T.C., 216), he may perhaps think that they 


are fulfilling rather more than the duty of an assessor, 
and that the appeal functions of the Special Commissioners 
are subjects for those who are judicially minded. 


One last point with regard to Dominion income tax. 
The authorities, in their wisdom, have laid upon the 
Special Commissioners the determination of the Dominion 
rate of tax where the Dominion tax is charged on an 
amount other than the ascertained sum of the actual 
profits. Briefly, one might term these the arbitrary 
rate cases. Now, what does this mean ? As you probably 
know, relief on account of Dominion income tax largely 
turns upon the rate of the Dominion income tax paid. 
This is relatively simple where the profits are assessed 
in the Dominion at a certain rate, but some Dominions 
do not take the trouble to ascertain the profits of a 
trading concern. They say, we will assume, that the 
profits in a shipping company are 5 per cent. of the 
freights, or in an insurance business 1 per cent. of the 
premiums. One can imagine an insurance company 
having branches in every State of every Dominion or 
Colony in the British Empire. In each of these places the 
unhappy insurance company has to pay probably State 
tax and Federal tax on 1 per cent. of the premiums upon 
the policies effected in that State, and after that has been 
done the Special Commissioners are called upon to deter- 
mine what is the Dominion rate. Think of it! Two 
taxes are paid in Saskatchewan, Alberta—in fact, all the 
States in Canada, the States in Australia, South Africa, 
India, and then the mass of vouchers is sent up, and the 
Special Commissioners are asked to determine the indi- 
vidual rates for all these varying taxes. I think, gentle- 
men, you will with me that Dominion income tax 
has not the simplicity of the 3 per cents. 


I will not trespass further on your time. In this paper 
I have attempted to put before you some aspects of the 
matters in the income tax code upon which the Special 
Commissioners are required to adjudicate. If seemingly 
I have stressed the phrases, “ in my opinion,” or as “I 
think,” may I conclude by saying that leaving out the 
“I” in such a paper as this would be comparable to 
leaving the ** I” out of “‘ Brain *’: subtract the “‘ I,” and 
you are left with “* Bran,” and my purpose in this lecture 
was not to give you the dry husks of the corn, but the 
refined flour of official experience. 


Discussion. 


The CuarnMAN: Before inviting you to ask questions 
or to comment upon Mr. Ellison’s lecture, I would beg 
your indulgence for one or two remarks I myself wish to 
make. No one hearing the paper could be otherwise than 
impressed by the very great care and attention which has 
been devoted to it. As Mr. Ellison mentioned in the con- 
cluding paragraph, you have here the “ refined flour of 
official experience.” I was myself—more years ago than 
I care to remember now—an Inspector of Taxes, but I 
am very conscious that my limited experience is not com- 
parable with that which our Lecturer has enjoyed. In 
the course of his lecture he referred to examination 
questions. I am very glad that he did not attempt to 
define what these should be. I know that in my own 
Final examination one sub-question was put which quite 
bewildered me. I had the fortune, or misfortune, while 
I was an Inspector of Taxes, to be in a district where 
130 clergymen of the Church of England had to be dealt 
with, plus a Cathedral with its Chapter; and in addition 
to that, the main town was a strongholg of Noncom- 
formity. Therefore, after being a few years in that 
district I hoped I knew a little about how ministers 
of religion should be assessed. When I came to my Final 
examination I was asked as a sub-question: ‘“*‘ How are 
ministers of religion assessable ?”” I knew that the books 
of instruction to Inspectors devoted quite a considerable 
number of pages to that by no means simple subject, 
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but I did not know how I could attempt to answer the 
sub-question without going well beyond the time that the 
whole paper had to occupy. Another point I would like 
to stress is this. Mr. Ellison has paid a tribute to the 
Special Commissioners in rather restrained terms. I 
should myself like to pay a tribute on behalf of our Society 
to a body who, I think, are an ornament to British ideals 
of justice. One other point. Mr. Ellison said one might 
become lyrical on the intricacies of relief in respect of 
Dominion income tax. I should like to add that one 
certainly becomes profane when dealing with reciprocal 
relief in such a Dominion as Australia. If any of you 
have had to deal with claims under sect. 18 of the Federal 
Act, I am sure you will agree with me. 

Mr. J. M. Keyworts : I should like to ask the Lecturer 
if I am right in understanding, with regard to cases stated 
for the opinion of the High Court, that the gentlemen 
signing them are not wholly responsible for the matter 
contained in the statements, and that the parties have 
the right to alter their contents. 


Mr. Exxison : In order that there may be no misunder- 
standing, I will tell you precisely what happens. An 
appeal before the Special Commissioners is usually heard 
by a quorum of two, although occasionally a third Com- 
missioner is brought in to form the Court. After hearing 
the appeal the determination is given by the Chairman 
after consultation with his colleagues, who have been 
present at the hearing. When a case is required for the 
opinion of the High Court, a draft is made, and in the 
first place is sent to the respondent—not to the person 
who has demanded the case—and he is asked for his 
suggestions as to alterations and additions which are to 
be made in ink of a distinctive colour on the face of the 
draft. A certain limited time is allowed for this revision, 
and on its return the draft as amended goes to the appel- 
lant, who, having seen the suggestions made on behalf 
of the respondent, makes his comments in ink of a colour 
other than that used by the respondent. The draft is 
then returned with the amendments of both sides. While 
the Special Commissioners are quite happy to give con- 
sideration to the alterations made to the draft by either 
side, yet as the responsibility for the terms in which the 
case is finally stated rests with them, they do not neces- 
sarily accept those amendments. Considerable latitude 
is allowed for the enlargement of the actual contentions 
raised at the hearing, but as the Special Commissioners 
themselves are the sole arbiters of the manner in which 
the case is ultimately presented to the Court, it cannot 
be said that either party to the case has the right of 
insisting upon the inclusion of any particular matter in 
the finally stated case. 

Mr. I. J. Munpy: One does sometimes hear of cases 
that have not been decided before, and sometimes one 
is unwilling to go to the expense of taking a case to Court. 
I believe in certain cases the Inland Revenue are willing 
to bear the expense if the case justifies it. What would 
be the procedure in such circumstances ? 


Mr. Exxtison: I must draw your attention to the 
distinction between the Special Commissioners and the 
Board of Inland Revenue. I am not speaking for the 
Board of Inland Revenue, and I do not know what they 
might or might not do, but if you have a case which 
contains an important principle, it is the Board of Inland 
Revenue who should be approached. Personally, I do 
not think they would bear the expense, but I cannot speak 
with authority. I am not sure whether the Board has 
ever undertaken to shoulder the costs, and I very much 
question whether they would do so. 

Mr. J. A. PLumpron (Incorporated Accountant): As 
regards the Special Commissioners, I have been told that 
it is not wise to appeal to them in very simple cases. 
Occasionally you do get tax-payers who ask to be assessed 
by the Special Commissioners, but I believe that is not 
advisable. It is far better to leave the matter to the 


General Commissioners in ordinary cases, and for this 
reason: that with the General Commissioners you are 
‘one of some thousands, and nobody is particularly inter- 
ested, whereas if you ask to go before the Special 


Commissioners in order to maintain secrecy, that very fact 
makes the staff of the offices concerned curious to know 
the reason. Naturally, the local collector must know 
what he has to collect in the long run. I should like 
Mr. Ellison to confirm this or otherwise. 


Mr. Extison: I am afraid I must say I do not know. 
because I am not acquainted with what goes on in the 
Inspector’s office. I can only say that a person has the 
right of being assessed by the Special Commissioners under 
sect. 123, and he has the right of having his appeal heard 
by the Special Commissioners under sect. 148, but I know 
nothing about what goes on after that. Do you, Mr. 
Plumpton, wish to know roughly the number of assess- 
ments made by the Special Commissioners ? 


Mr. Piumprton : I think they are very few. 


Mr. ELLIson : You may take it from me that the number 
of assessments made by the Special Commissioners under 
sect. 123 is relatively small. The figures are probably 
privileged, so I cannot tell you what they are, but you 
may take it that they are small in number, and mostly 
big concerns. ; 


Mr. R. A. Fricker (Incorporated Accountant): As 
students of income tax we are always particularly inter- 
ested to hear anyone engaged under the Board of Inland 
Revenue, even if he does preface his remarks with « 
qualification which reminds us of our auditors’ reports ! 
I am sure we are all grateful to Mr. Ellison for the admir- 
able lecture he has given us to-night and for the puar- 
ticularly lucid way in which he has dealt with a complicated 
subject. Income tax, as he reminds us, is a very difficult 
subject, but on that account it has for some of us an 
added interest. Mr. Ellison claimed, and no doubt rightly. 
that the Special Commissioners were entitled to a certain 
amount of sympathy in their difficulties, though no doubt 
our clients would like us to reserve some of our sympathy 
for them as tax-payers. I was interested recently by 
certain figures giving particulars of appeals heard before 
the Special Commissioners and the Board of Referees 
in respect of surtax on limited companies. These suy- 
gested that the Commissioners do not take action under 
the relative provisions unless they feel reasonably sure of 
their grounds as a result of careful investigation. Mr. 
Ellison quoted various cases which would repay our study. 
though I think that we should not be unduly over-awed 
by them, but would do well, as he himself said, to refer 
to the Acts themselves. I am glad to associate myself 
with the tribute that has been paid to the work of the 
Special Commissioners, and it gives me much pleasure to 
propose that we offer Mr. Ellison a most cordial vote of 
thanks for the very interesting and instructive lecture 
which he has given us this evening. 


Mr. Munpy seconded the vote of thanks, which was 
carried unanimously. 

Mr. Exxison: I am greatly indebted to you for this 
expression of your thanks. Speaking as one who has 
knowledge of the work done by the Special Commissioners. 
I would like to thank you on their behalf for the tribute 
you have paid to them. 


Mr. G. Rosy Pripie (Incorporated Accountant), in 
proposing a vote of thanks to the Chairman, said that 
the London Students’ Society were most fortunate in 
that members of the Parent Society’s Council so frequently 
showed their practical and personal interest in the welfare 
of the Students’ Society. That evening the representative 
of the Parent Society was Mr. A. Stuart Allen, a gentle- 
man of great authority on income tax practice, and one 
who only last Spring was elected to a seat on the Council. 
Many of them who attended the Course at Cambridge 
would recall the very able and important paper Mr. Allen 
then read, which evoked much interest and subsequent 
discussion. They were all proud to have Mr. Allen in the 
chair, and it was with sincere pleasure that the speaker 
called upon the Students to offer the Chairman a very 
hearty vote of thanks. 

The vote of thanks to the Chairman was seconded by 
Mr. McGregor, and curri¢d unanimously. 


= 
} eGaeaaQoooooaoaoaoaoaoaoaoaoooaeeeeeees_e C__siMH[}?0Rikeee650<owswssSssee eee ooo MA 
— S 
1 
: mel 
our 
q Bre 

ee 

Mu 
; Mc 
. j Pa 
' W: 
’ Al 
; A 
A 
A 
B 
cal B 
E 
j I 
; } 
if ] 
| ( 
a 
— 
, : 


Marcu, 1935] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 219 


Society of Jncorporated Accountants 
and Qubditors. 


MEMBERSHIP. 

The following promotions in and additions to the 
membership of the Society have been completed since 
our last issue :— 

ASSOCIATES TO FELLOWS. 

BECKETT, RowLAND Ewart, A.C.A. (Walter J. Edwards 
& Co.), International Exchange, 156, Edmund Street, 
Birmingham, Practising Accountant. 

Mitton, WitFrip GrorGE, Bank Chambers, 329, High 
Holborn, London, W.C.1, Practising Accountant. 

MorGaNn, Wiii1amM Henry (John R. Woodley, Mo 
& Co.), 34-36, Gresham Street, London, E. 
Practising Accountant. 

PAGDIVALA, KarkoBAD NuSSERVANJI, B.Com., 20, Hum- 
mum Street, Fort, Bombay, Practising Accountant. 

WurrmarsH, GERALD Epwarp LEAMAN (Robinson & 
Whitmarsh), 24, Bedford Street, Plymouth, Practising 


Accountant. 
ASSOCIATES. 

ALLEN, Jonn Cuiark, formerly with F. Smith, United 
Kingdom Provident Building, 31-33, Princess Street, 
Manchester. 

ANDERSON, ERNEST CHARLES, with Chalmers, Wade 
& Co., 24, Coleman Street, London, E.C.2. 

ARNOLD, KENNETH WriuiAM, Accountant’s De ment, 
Derbyshire County Council, County Offices, St. Mary’s 
Gate, Derby. 

Aston, ARTHUR, with J. W. Best & Co., St. Peter's 
Close, Sheffield, 1. 

AYLEN, NorMAN PERCIVAL, with Wood, Mair & Co., 
5, Frederick Street, Sunderland. 

Bews, SamueL Bernarp Parsons, formerly with 

White & Pawley, 6, Sussex Terrace, Princess Square, 
Plymouth. 

BonNER, Ivor Anstice, 4, Old Market Street, Bristol, 
Practising Accountant. 

BrapsHaw, THomas, with Moore & Smalley, 9, Chapel 
Sireet, Preston. 

Bretr, Jack Eacuinc, with G. W. Bacon & Co., 
Norfolk House, Lawrence Pountney Hill, Cannon 

’ Street, London, E.C.4. 

BRIDLE, WALTER JoHN, with Haskins & Sells, Queen’s 
House, 28, Kingsway, London, W.C.2. 

ByrneE, ALFRED JOHN, with C. N. Rowe, 35, Foregate 
Street, Worcester. 

CAMPBELL, PETER ALBERT TURNER, formerly with 
B. de V. Hardcastle, Burton & Co., Gommtey Moun, 
South Place, London, E.C.2. 

CarTEeR, JAMES Burton, with S. I. Wallis, 3, King 
John’s Chambers, Bridlesmith Gate, Nottingham. 
CARTER, JOHN GEOFFREY (J. G. Carter & Co.), Central 
Chambers, 15, Pride Hill, Shrewsbury, Practising 

Accountant. 
CavaGHAN, HENRy, with James Watson & Son, 
Lloyds Bank Chambers, Lowther Street, Carlisle. 
CHAKRAVARTI, BENOYBRATA, formerly with Batliboi & 
Purohit, Lindlie Chambers, 6, Hastings Street, 
Calcutta. 

CLAYTON, JAMES PERCIVAL, with Pike, Norfolk & Co., 
15, Colne Road, Clacton-on-Sea. 

CockraM, JoHN, with Cash, Stone & Co., 48, Copthall 
Avenue, London, E.C.2. 

Coxe, Joun Francis, with E. B. Griffiths & Co., 

152, Lord Street, Southport. 
CoLLINSON, FrEep, formerly with Laverick, Walton & 
Co., Midland Bank Chambers, Sunderland. 
Conway, Frank Epwarp KENNETH, 
Foster & Sons 2, Narrow Wine Street, Bristol, 6. 


with Sidney 


Corstz, Joun, with Josiah Beddow & Son, Liverpool 
House, 15-17, Eldon Street, London, E.C.2. 

CowuisHaw, Osmonp, with Tribe, Clarke & Co., 
Albion Chambers, Small Street, Bristol, 1. 

Cramp, ArtTHuR ErRNEsT, with Shirley, March & Co., 
Granby Chambers, Halford Street, Leicester. 

CuTLer, ALBERT, with Knox, Burbidge, Henderson 
& Co., Hooles Chambers, Bank Street, Sheffield, 1. 

Davies, ALFRED BRIAN, with Jones, Crewdson & 
Youatt, 7, Norfolk Street, Manchester, 2 

Davies, Epmunp JAMES, with R. H. March, Son & 
Co., Cambrian Buildings, Cardiff. 

Dawson, Lionet CHARLES, with Galleway & Clarke, 
70, Finsbury Pavement, London, E.C.2. 

DERBYSHIRE, FRANK WELLESLEY, with Gibson, Harris, 
Prince & Co., Palmerston House, Old Broad Street, 
London, E.C. 2. 

Diamonp, Leste GERALD, with Percy H. Walker 
& Co., 4, Park Place, Cardiff. 

Fevemt, Duptey Marssautit, with Sir Charles H. 

Wilson & Co., Wilson’s Chambers, 7, Greek Street, 


FRASER, Paances JAMES, with H. A. Merchant & Co., 
. 48, Uxbridge Road, Ealing, London, W.5. 

Frost, ALFRED ALEXANDER, with Hill, Vellacott & 
Bailey, Coates Buildings, Cas*le Street, Belfast. 
GrEorRGE, Epwarp Monson, H.M. Inspector of Taxes, 

2nd District, 59, High Street, Southampton. 

Gipwan!, Panitas Hassasinc, B.A., formerly with 

ans Moody & Co., 20, Newgate Street, » 
C.1. 


Grrrins, Taomas Artur, with John Davies, Egerton 
House, Egerton Street, Wrexham. 

GLENNERSTER, ALFRED CHARLES, with fF. Phillips 
ey Ce a ea, Se 

Govetr, Pamir Hersert Joun, formerly with E. C. 
Condy & Co., 15, Princess Square, Plymouth. 

Gray, GeorGE WILLIAM ALEXANDER, with William H. 
Jack & Co., 14-16, Heddon Street, London, W.1. 

GREENFIELD, JosEPH ARTHUR, with Bell, Barton & 
Co., 46, Victoria Street, London, S.W.1. 

Groen, Haroip Caistey, with Woodhouse & Wilkin- 
son, 28, Queen Street, London, E.C.4. 

GuyMerR, Ropert, with Parker, Edwards & Co., 
County Bank Chambers, Fishergate, Preston. 

Haicu, Maurice, Borough Treasurer’s Office, Barnsley. 

HALsaLt, GEoRGE STEPHEN, with J. Moore, 16, 
Hoghton Street, Southport. 

Hancock, Ceci Broscomse, with M. P. Ferneyhough, 
6, Commerce Street, Longton, Stoke-on-Trent. 

HarGrREAVES, CHARLES JAMES, with W. T. Butterfield 
& Allan, Commerce House, Cheapside, Bradford. 

Hasiam, Epwin, Union Bank Chambers, Railway Road, 
Leigh, Lancs., Practising Accountant. 

Hawkes, Lestie Tuomas, Borough Treasurer's Depart- 
ment, Town Hall, Buxton. 

Haworts, Livesey, with W. Ainsworth, 47, Ainsworth 
Street, Blackburn. 

HEALEY, a Borough Treasurer’s Office, Town 

" ley. 

Hern, Georce Epwarp, with William Wardingley, 
Alliance Chambers, Horsefair Street, Leicester. 
Hitt, Jack Ciirrorp, with S. H. Roberts, 7, Buckland 

Terrace, Plymouth. 
Housteap, Ernest, with Herbert Holmes, 45, Reper- 
gate, Pontefract. 
HowartTu, Seen, with Thomas Hodgson (Thomas 
Hodgson & Co.), 4, Piccadilly, Manchester, 1. 
Hupson, Haro.p, with J 
Buildings a oseph Binns, | Exchange 
Hucatt, Joun Grorce, with Wood, Mair & Co., 
5, Frederick Street, Sunderland. 
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HucGueEs, Rwaopa ALEXANDRIA, with Harmood Banner WILKINSON, 


& Son, 24, North John Street, Liverpool, 2. 
Kemp, SypNEY ARTHUR, with Thornton & Thornton, 
133-4, Moorgate Station Chambers, London, E.C.2. 
Kuiiuick, Rosert Haroip, Borough Accountant’s Depart- 
ment, Municipal Buildings, Boston, Lincs. 
KNOWLES, ERNEST ANDREW, 24, Clarence Chambers, 
Piccadilly, Manchester, Practising Accountant. 


LAMMING, Maurice, with J. T. Lloyd, 63, Fore Street, 
Trowbridge, Wilts. 

Lawrie, STANLEY THOMAS, with Grundy, MacGowan 
& Browne, 2, Broad Street Place, Finsbury Circus, 
London, E.C.2. 

Lepper, Harotp Murray, with F. Roberts & Co., 
15, Guildhall Road, Northampton. 

Livre, Ronatp CHARLES, Borough Treasurer’s Depart- 
ment, Council House, Smethwick. 

Luioyp, Davip Owen, Bank Chambers, The Square, 
Neath, Practising Accountant. 

LorrHousE, Mark, Borough Treasurer’s Office, Town 
Hall, Thornaby-on-Tees. 

Luck, EpmMunp Henry, formerly with J. S. Mackenzie, 
Briantspuddle, Dorchester. 


MARSHALL, RAYMOND GEORGE ——- with A, B. Watts, 
14, St. Andrew’s Crescent, 

Meap, RicHarp FRANK, with a & Airs, Dern- 
gate House, 45, Derngate, Northampton. 

MorGan, GEOFFREY, with Morgan Brothers & Co., 
Capel House, 54, New Broad Street, London, E.C.2. 

MovuLpING, FRANK Lawson, with Joshua Wo 
& Sons, Leader House, Surrey Street, Sheffield, 1. 

MountTForD, ArTHUR HAMILTON, with A. Wood & Co., 
Wedgwood Place, Burslem, Stoke-on-Trent. 

MuskKetr, Donatp JAMES, with McAuliffe, Davis 
& Hope, Bishopsgate House, 80, Bishopsgate, 
London, E.C.2. 

QUARTERMAINE, ALBERT ERNEST, Accountant’s Office, 
Oxfordshire County Council, County Hall, Oxford. 

Raprorp, Henry Ciaupe, with J. P. Mountjoy 
& Co., Old Bank Chambers, 27, High Street, Cardiff. 

RarnBirD, ERNEST Epwin, Deputy County Accountant, 
The Courts, Carlisle. 

Raine, Harry NorMan, with Preston, Son & Tranmer, 
Welton Chambers, 48, Jameson Street, Hull. 

RatcuirFE, GEOFFREY Lewis, with Bradley & Slater, 
584, Christchurch Road, Boscombe, Bournemouth. 

Rowe, Ricuarp, with Joseph Affleck & Co., —- 
water Chambers, 6, Brown Street, Manchester, 2 4 

SauNDERS, Eric, with W. Oldfield & Co., Lloyds 
Bank Buildings, 43, Gallowtree Gate, Leicester. 

Smpson, JAMES Epwarp, Borough Treasurer’s Depart- 
ment, Municipal Buildings, Southend-on-Sea. 

SparKEs, GEORGE ERNEST RONALD, with Frederick 
Lutkin, Hutton Road, Fish Docks, Grimsby, Lincs. 

SrPeELLER, Howarp WALTER AuvsTIN, with Gardiner, 
gg & Co., 40-41, Old Broad Street, London, 
E.C.2. 

Tuompson, WILLIAM OLIVER, with Laverick, Walton 
& Co., Midland Bank Chambers, Sunderland. 

TxauRLow, Cyrit Epwarp, with Evans Smith, Booth- 
royd & Co., 79, Mark Lane, London, E.C.3. 

Travis, REGINALD GorpoN, with Alfred H. Hunt, 
14, Cook Street, Liverpool, 2. 

Ware, Freperick GerorGre, with Keeling & Co., 

. 67-69, Watling Street, London, E.C.4. 

Wuirte, WILLIAM FREDERICK, Borough Treasurer’s Office, 
Civic Centre, Southampton. 


Harry, with John Gordon, Walton 
& Co., Legal and General Building, 7, South Parade, 
Leeds, 1. 

Witurams, CHARLES Epwarp, with Beatton, Hewson 
& Co., 127-130, Moorgate Station Chambers, Moor- 
fields, London, E.C.2. 

Witson, ALEXANDER McArrTuur, with James Condie, 
8, East Port, Dunfermline. 

Younc, Frank Ba.pwin, with Woo 
Blue Peter House, 8-10, Portland 
ampton. 


& Waldron, 
‘errace, South- 


FORTHCOMING EVENTS. 


Mar. Ist. London Students’ Society. At Incorporated 
Accountants’ Hall, at 6.15 p.m. Lecture by 
Lord Askwith, K.C.B., on “* The Importance 
of Dates.” 
Manchester District Society. At the Mid- 
land Hotel, Manchester, at 6.15 p.m. Annual 
Dinner. 
Newcastle-upon-Tyne District Society. At 
Newcastle. Lecture by Mr. R. D. Lambert, 
F.S.A.A., Borough Treasurer of West Hartle- 
pool, on ** Municipal Finance—A Hotch-Pot.” 
Mar. 4th. Leicester District Society. At  North- 
ampton, at 6 p.m. Lecture by Mr. W. W. 
Bigg, F.S.A.A., on “‘ Criticism of a Balance 
Sheet.” 
Devon and Cornwall District Society. 
At Plymouth, at 6.30 p.m. Lecture by Mr. 
E. Westby Nunn, B.A., LL.B., on “* Company 


F.S.A. A. on “ Criticism of a Balance Sheet.” ” 


Mar. 6th. London Students’ Society. At Incor 
porated Accountants’ Hall, at 6.15 p.m. 
Lecture by Mr. Ivor Johnson, A.S.A.A., on 
“Practical Points arising on Executorship 
Accounts.” 
Nottingham, Derby and Lincoln District 
Society. At Nottingham, at 6.30 p.m. Lecture 
by Mr. E. Miles Taylor, F.C.A., F.S.A.A., on 
“* Investigations and Reports.” 


Mar. 7th. Bradford District Society. At Bradford. 
Lecture by Mr. W. W. Bigg, F.S.A.A., on 
** Cost Accounts.” 

Burnley Students’ Society. At Burnley, 
at 7.30 p.m. Lecture by Mr. Tom Sharratt on 
‘“*Some Impressionable Occasions.”’ 

Liverpool District Society. At Chester, at 
6.45 p.m. Lecture by Mr. P. Taggart, F.S.A.A., 
on “ Profits and their Adjustment for Balance 
Sheet Purposes.” 

Mar. 8th. Hull District Society. At Hull, at 7.15 p.m. 
Lecture by Mr. E. Miles Taylor, F.C.A., 
F.S.A.A., on “ Costing.” 

Manchester District Society. Students’ 
Meeting. At Manchester, at 6.15 p.m. Debate. 
(Joint Meeting with Institute of Cost and 
Works Accountants.) 

North Lancashire District Society. At 
Preston, at 7.30 p.m. Lecture by Mr. A. S. 
Oldman, A.C.A., A.S.A.A., on ‘ Sundry 
Interesting Points in Accountancy.” 
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Mar. llth. Belfast District Society, At Belfast, at 


1 p.m. Luncheon at the Carlton Restaurant. 
Dublin Students’ Society. At Dublin, at 

6 p.m. Lecture by Mr. P. J. Purtill, LL.B., 

F.S.A.A., on *“* Income Tax, Schedule D.” 


Mar. 12th. London Students’ Society. At Incorporated 
Accountants’ Hall, at 6.15 p.m, Lecture by 
Mr. H. E. Seed, A.S.A.A., on “‘ Income Tax : 
Back Duty Settlements.” 
Yorkshire District Society. At Leeds, at 
6.30 p.m. Lecture by Mr. F. J. Lewcock, 
F.R.Econ.S., on “The Money Policy of the 
National Government.” 


Mar. 138th. Birmingham District Society. At Birm- 
ingham. Lecture by Mr. C. A. Sales, LL.B., 
F.S.A.A., on *“* Powers and Duties of Directors.”’ 
Liverpool District Society. At Southport, 
at 6.15 p.m. Lecture by Sir Thomas Keens, 
F.S.A.A. 


Swansea and South-West Wales District 
Society, At Swansea. Lecture by Mr. W. F. 
Cresswell, Official Receiver in Bankruptcy, 
Swansea, on ‘* The Statement of Affairs.”’ 

Newcastle-upon-Tyne District Society. At 
Newcastle. Lecture by Mr. H. A. R. J. Wilson, 
F.S.A.A., F.C.A., on ** Executorship Accounts.” 


South of England District Society. At 
Southampton, at 7.15 p.m. Lecture by Mr. 
W. H. Grainger, F.S.A.A., on “* Investigations 
and Reports.” 


North Staffordshire District Society. At 
Hanley, at 6.30 p.m. Students’ Night. Ten 
minute Papers by various students, 


South of England District Society. At 
Bournemouth, at 7.15 p.m. Lecture by Mr. 
W. H. Grainger, F.S.A.A., on “ Investigations 
and Reports.” 

Mar. 19th. Cumberland and Westmorland District 
Society. At Carlisle, at 7.30 p.m. Lecture by 
Mr. Ralph Curtis, B.Sc., on ‘* Mechanical 
Accounting.” 

London Students’ Society. At Incorporated 
Accountants’ Hall, at 6.15 p.m. Lecture by 
Mr. W. J. Back, A.S.A.A., on “ Introduction 
to Income Tax Practice.” 


Mar, 20th. Belfast District Society. At Belfast, at 
7.30 p.m. Students’ Meeting. Lecture by 
Mr. A. H. Elliott, LL.B., on “* Death Duties.” 


Nottingham, Derby and Lincoln District 
- Society. At Nottingham, at 6.30 p.m. Lecture 
by Mr. A. E. Langton, LL.B., A.S.A.A., on 
“* Holding Companies.” 
Mar, 22nd, Hull District Society. At Hull. Social 
Evening. 
Manchester District Society. At Man- 
chester, at 6.15 p.m. Students’ Annual 
Meeting, followed by Mock Arbitration. 


Liverpool District Society. At Liverpool, 
at 6.15 p.m. Lecture by Professor W. Lyon 
Blease, LL.M., on “* Partnership Law.” 


London Students’ Society. At Incorporated 
Accountants’ Hall, at 6.15 p.m. Lecture by 
Mr. Maurice Green, Editor of the Financial 
News, on “* Fixed Trusts.” 


Mar. 15th. 


Mar. 26th. Newcastle-upon-Tyne District Society, At 
Sunderland, at 7.15 p.m. Lecture by Mr. 

W. P. Sawyer, Inspector of Taxes, Sunderland, 

on * Main Points Arising under Schedule D.” 
Nottingham, Derby and Lincoln District 

Society. At Nottingham, at 6.30 p.m. Lecture 

by Mr. E. Westby-Nunn, B.A., LL.B., on 

“* The Law Relating to Public Issues of Shares 

and Debentures by Joint Stock Companies.” 


Birmingham District Society. At Birm- 
ingham. Lecture by Mr. H, A. R. J. Wilson, 
F.S.A.A., on “* Some Practical Aspects of Cost 
Accounting.” 


Sheffield District Society. At Sheffield. 
Lecture by Mr. A. W. Kiddy, City Editor of 
the Morning Post, on ‘“* The Present Condition 
of Trade and the Tendency of the Money 
Market.” 


South Wales and Monmouthshire District 
Society. At Cardiff. Students’ Meeting. Visit 
to General Post Office, Cardiff. 


Bradford District Society. At Bradford. 
Lecture by Mr. R. Cleworth, B.A., LL.B., on 
“* Rights and Liabilities of Receivers.” 


Incorporated Accountants’ Students’ 
Society of London and Pistrict. 


Syllabus of Lectures. 


The meetings will be held at Incorporated Accountants’ 
Hall, Victoria Embankment. 


1935. 


Feb, 19th. *** The Work of Chambers of Commerce,” by 
Mr. R. B. Dunwoody, C.B.E. Chairman : 
Mr. Walter Holman (Chairman of the 
Incorporated Accountants’ London and 
District Society). At 6 p.m. 

“ The Importance of Dates,” by the Rt. Hon. 
Lord Askwith, K.C.B. Chairman: The 
Rt. Hon the Lord Mayor, Sir Stephen 
Killik (President). 

. “Practical Points arising on Executorship 
Accounts,” by Mr. Ivor Johnson, Incor- 
porated Accountant. Chairman: Mr. A. H. 
Hughes, Incorporated Accountant. 

** Income Tax ; Back Duty Settlements,” by 
Mr. H. E. Seed, A.C.A., Incorporated 
Accountant. Chairman: Mr, Richard A. 
Witty, Incorporated Accountant. 


** Introduction to Income Tax Practice,” by 
Mr. W. J. Back, Incorporated Accountant. 
Chairman: Mr. William Strachan, Incor- 
porated Accountant. 

“ Fixed Trusts,” by Mr. J. M. E. Green, 
Editor Financial News. Chairman : 
Mr. E. Furnival Jones, F.C.A., Incor- 
porated Accountant. 


The Chair will be taken at the above Meetings at 
6.15 p.m. precisely (except 19th February when the 
Meeting will commence at 6 p.m.) 


* Meeting of the London District Society, to which 
members are invited. 
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Economic Recovery. 


A LecrureE delivered to the Incorporated Accountants’ 
South Wales and Monmouthshire District Society by 


Mr. ALFRED E. PUGH, F.S.A.A., F.R.Econ.S. 


Mr. Tupor Daviess, F.S.A.A., occupied the chair. 


Mr. Pucu said: My endeavour this evening will be to 
review present industrial conditions to ascertain to what 
extent economic recovery is taking place throughout the 
country as a whole, and to try to arrive at some con- 
clusions, based on facts, if it is probable that this im- 
provement in trade will continue, and secondly, to 
examine some of the particular problems which face 
South Wales. 

If it were possible to record the impressions of our 
people on an instrument as the weight of the atmosphere 
is indicated on a barometer, the tendency would be in 
an upward direction, for at the present time there is a 
feeling that we are slowly but surely recovering, that 
trade is on the up-grade. So far as the improve- 
ment goes, it appears to be localised, not general through- 
out the country, and applies to certain industries, parti- 
cularly those which manufacture for the home market, 
and the most marked improvement in many directions 
appears in those trades which cater for what are called 
luxuries, although it should be noted that as the standard 
of living alters the luxuries of one generation tend to 
become the necessaries of another. 

Much has been written as to the causes of the unpre- 
cedented economic depression which has overshadowed 
the world since 1929, and which overcame this country 
at an earlier period. The-general causes can be stated 
fairly easily ; it is when we go into details that difficulties 
arise, and differences of opinion are encountered. The 
War, with its dislocation of trade and exchanges, and the 
changes which arose therefrom, is largely responsible for 
the present impoverishment of the world, especially 
among the great exporting nations. It has been said that 
the changes would have come, war or no war. That may 
be perfectly true, but the war and its aftermath precipi- 
tated the changes, caused them to develop at an astound- 
ing pace, and what would have been a gradual process, 
to which the world would have had an opportunity of 
adjusting itself, became an avalanche, with no possibility 
of adjustment. 

Lessons From THE War. 

One lesson we have learnt from the war is that it is 
easy to destroy not only goods, but also goodwill, credit, 
and trade relations, and that it is an extraordinarily 
difficult matter to restore them, even in a state of inter- 
national friendship. The exchange of goods and services 
arises out of very complicated systems, which were only 
built up as the result of a gradual growth extending over 
many decades, and it is only by the means of a similar 
gradual process that the systems can be reconstructed. 

ENDEAVOURS TO ACHIEVE RECOVERY. 

So far as this country is concerned, the sixteen years 
which separate 1918 and 1934 may be very roughly 
divided into three periods : 1919 to about 1922 or 1924, 
the period of illusion, when we didn’t realise the road 
which we had to travel ; 1924 to 1930, the tortuous climb 
in an endeavour to reach the summit of restoration. 
During that period we made many mistakes, but we also 
made many sacrifices. _We balanced our Budgets, met 
our obligations—nay, met the obligations of others, but 
those sacrifices were not in vain. I feel that much of the 
improvement we are experiencing now is due to those 


efforts. But in the latter years of this period we were 
spending nationally more than we could afford, and 1931 
brought a rude awakening. But once again we faced uj) 
to our problems, recognised the facts, made still further 
sacrifices, and from 1931 onwards there has been another 
steady climb to the effort in achieve recovery. 


EXAMINATION OF SOME LEADING INDUSTRIES. 

I now propose to examine some of our leading industries, 

i.e., shipping, coal, cotton, and iron and steel. 
Shipping. 

The provision of shipping services is a highly developed 
and complex industry, and, on the whole, fiercely com- 
petitive, at least on its margins of activity. Shipping is 
of vital importance to this country and to the Empire. 

The chief elements in the shipping crisis may be briefly 
stated as a large surplus capacity, and a greatly diminished 
volume of world trade. Government subsidies have dis- 
torted the play of competition, and rapid technical pro- 
gress in shipbuilding has aggravated the problem of 
surplus capacity. 

Shipping is essentially international in character, and 
has been affected directly and severely by the restrictions 
imposed upon international trade. The problem of surplus 
tonnage is a legacy from the immediate post-war years. 

In 1914 the total world tonnage was 45.4 millions. 
Total Gross Tonnage (World and United Kingdom and Irish 

Free State) of Merchant Tonnage, 1924-1934. 
Vessels of 100 Tons or more at June 30th of each 
Calendar Year (000,000’s omitted). 

1924 1929 1930 1931 1932 1933 1934 
United Kingdom 

and Irish Free 

State 19.1 20.2 20.4 20.3 19.7 18.7 17.7 
World -- 64.0 68.1 69.6 70.1 69.7 67.9 65.6 

There has been a marked technical development, not 
only in the substitution of oil-driven for coal-burning 
steamers, and in the increasing use of motor ships, but 
also in increased speed and the better utilisation of cargo 
space so that the carrying capacity of shipping has in- 
creased more than the gain in aggregate tonnage would 
indicate. The comparative costs of oil and coal as fuel 
for some years greatly stimulated the use of the former, 
but there has recently been a marked reaction to coal. 


Tonnage laid up, 1929-1933. Percentage of Total Tonnage 
(arranged in order of the Percentage of Tonnage laid up 
at the Low Point of the Depression in June, 1932). 
Dec. 31th, June 30th; Dec. 31th, 
1929. 1932. 1933. 
United Kingdom and 

Irish Free State .. 9 
World .. oe oe 5.2 
*Provisional. 

These figures do not tell the whole story, for sales, 
transfers of registry to other flags, and scrapping, as well as 
increased employment may account for a decrease in laid 
up tonnage. 

The greatest decline in shipping activity has been 
caused by the falling off of passenger traffic and by the 
greatly reduced interchange of manufactured goods. In 
view of the large surplus capacity available and of the 
reduced demand for shipping services, naturally freights 
have fallen considerably, as is revealed in the following 
table :— 

Index Numbers of Ocean Freight Rates. 
March, 1929, to March, 1934. 
(Base : March, 1929 = 100). 

INDEX. 1930 1931 1932 1933 1934 
Economist .. 74 79 76 70 70 
Chamber of 

Shipping.. 69 74 


10.5 
13.9* 


17.6 
20.9 


United 
Kingdom 
7 «67 69 
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Net Shipping Profits (After Payment of Debenture Interest, 
&c.), of Certain Companies. 
Year ENDING NuMBER OF AcTUAL YEAR’sS PRO- 


JuNE 30TH. CoMPANIES. Fit (x); Loss ( — ). 
£000’s. 
1931 .. 42 x 8,640 
1982 .. 41 - B47 
1933... 39 - 834 
1934 33 x 1,543 


The depressed condition of shipping has re-acted upon 
shipbuilding, which offers perhaps the extreme case of 
depression in the heavy industries producing capital 
goods. 


Merchant Vessels under Construction at December 31st 
each year, 1929-1933. 


1929 1930 1931 
Steam Motor Steam Motor Steam Motor 
United 788 766 464 440 310 90 
Kingdom 
19382 1933 
Steam Motor Steam Motor 
204 21 219 112 


It will be interesting to note what developments will 
arise from the financial assistance not exceeding £2,000,000 
which the Government is giving to tramp steamers. 


Tue Coat INpusTRY. 

Coal is by far the most important mineral of the British 
Isles and of vital importance to South Wales. 

In 1800 the output of coal was about 10 million tons, in 
19138 it had risen to the record figure of 292 million tons. 

The chief conditions which have adversely affected the 
coal trade of this country may be summarised as follows :— 

1. The development of new mining fields in Holland and 
S 

ro development of the Polish coalfields, with a 
virtual subsidy by cheap rail charges from the coalfields 
to the ports. 

8. The reconditioning of mines in Northern France and 
Belgium following the War. 

4. The development of water power in Scandinavia, 
Switzerland and Italy. 

5. The increased use of oil as a means of fuel. 

_6. The more economic use of coal and consequent 
increased efficiency from given weights of coal. 

7%. The demand for fuels that give a higher standard 
of performance, so that coal producers are compelled to 
spend money on pre-treatment before sale, and at the 
same time to sell about a third of the whole yield at 5s. to 
8s. per ton less than the cost of raising it. 

The world output of coal fell by 19.7 per cent. during the 
years 1930 and 1931, whilst the British output fell from 
262 million metric tons in 1929 to 224 million metric tons 
in 1931, or a fall of about 14.5 per cent. There has been 
similarly a decline in the export of coal from 32 per cent. 
of the total coal production in 1929 to 28 per cent. in 
1931. 

The following are the total exports of coal (cargoes 

ign and bunkers foreign) from the United Kingdom 
for the four years 1930 to 1933 and eight months to 
August 3lst, 1934. 


Period Tons 
12 months to Dec. 31st, 1930 .. 70,496,000 
_ « ” ‘s 1931 57,359,000 
12 ” ” ” 1932 53,108,000 
wm w» oo ~ 1933 52,525,000 
“2 ,, August 1984 35,106,263 


(equivalent to 52,659,394 tons for the year.) 


I shall refer to coal again when dealing with the problems 
of South Wales, but at least it is somewhat satisfactory 


sneha ties Ai ie teas air aaaateenn ain 
appears to have been arrested. 


Tue Corron InpustrRy. 

It is estimated that there are about 161 million cotton 
spinning spindles throughout the world, of which 52 
million are in Great Britain. At present many are idle, 
and a Joint Committee of the Cotton Trade Organisation 
reported some time ago that ten million spindles and 
100,000 looms were redundant. 

In 1913 Britain’s export of cotton piece goods exceeded 
7,000 million yards; in 1931 it was only 1,790 million 
yards, in 1932 2,198 million yards, and in 1938 2,031 
million. Britain’s share of the world trade in 1913 was 
18.6 per cent, in 1931 8.7 per cent. In 1913 India took 
97 per cent. of her total cotton imports from this country, 
in 1931 only 45 per cent. Our great competitor is Japan 
and to a lesser degree America. Japan has the advantages 
of (1) low wages, (2) low standard of factory legislation, 
and (8) relative nearness to markets. 

In January, 1934, an agreement for three years was 
made between the Indian and Japanese Governments, 
preceded by agreement in principle between Indian 
producers and the representatives of British cotton 
exporters, but semi-official discussions which took place 
in February and March, 1934, between representatives 
of British and Japanese textile trades broke down. 

Probably a large portion of our lost markets will 
not be recovered, but there is a belief that the competition 
has slowed down, and future inroads on our cotton trade 
should be on a smaller and diminishing scale. 

The Cotton Trade is linked up very closely with the 
Indian Problem. The agreement which has been made 
with Germany within the last few weeks, for the partial 
payment of her debts, should prove of advantage to the 
cotton industry as well as to other industries, for trade 
with Germany was exceedingly difficult, traders being 
afraid that they would not get their money. 

The Government has chosen the cotton man 
industry as the first to which shall be applied the experi- 
ment of making industrial treaties enforceable by law, 
and other industries are waiting to see how the experiment 
works in practice. 

An agreement, not yet completed, gives the lower paid 
workers an increase, but reduces the wages of the more 
highly paid weavers, who are engaged upon the weaving 
of fancy cloths. 

Three districts are in revolt, and the result of the ballot 
which is being taken is awaited with unusual anxiety, for 
the rejection of the proposed agreement would postpone 
all hope of settled conditions. 


IRON AND STEEL. 

In certain directions the steel industry shows a very 
marked improvement. Not many would have anticipated 
in 1931 that the steel industry would have led the way in 
Britain’s industrial recovery. In 1932 it was noticeable 
that the British industry was escaping from the decline 
which continued with its competitors, and the latest 
figures indicate that the 1934 output will be within about 
10 per cent. of the record post-war year of 1929. This 
recovery, however, has not been shared equally by all 
branches of the industry. The improved domestic 
demand and the exclusion of foreign finished products 
have naturally reacted to the advantage of all domestic 
producers of finished products. The exclusion of Con- 
tinental semi-finished products has benefited plants which 
include all processes from the raw material to the finished 
product ; it has prejudiced independent mills, for which 
the essential cheap semi-product has in the yun Gum 
available only from Continental sources. 
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The following figures show approximately the relative importance of these factors :— 


United Kingdom Production, Imports, Exports and A 
(Thousand Tons, M 


aaa 
Pig iron . 
Steel i ‘and castings | 
steel products *.. 
se Imports 
Pig iron... e. a 
Semi-products ‘ ; 
Finished steel products +. 
Total iron and steel imports 


eae 
Finished steel products *.. 
Total iron and steel exports 


Imported semi-products as per am of British production of 


finished products... 
Index of apparent British consumption of finished steel 


Consumption of Iron and Steel. 
verage,) 


1931. 
314.4 
433.5 
390.1 


1929. 
632.4 
803.0 
635.4 


25.5 
104.2 
67.2 
237.1 


12.8 
82.6 
84.5 
235.2 


98.5 
164.9 


26.7 
116 


127.5 
365.0 


13.0 
164 


* Main classes, excluding tubes, for which recent figures are not available. 


The essential features appear to be :— 

Domestic consumption of finished products has risen 
37 per cent. since 19382. 

Imports of finished steel fell from 1931 to 1933 from 
a monthly average of 67,000 tons to 35,000 tons, 

Imports of semi-products, which were on an enormous 
scale in 1931, fell to about 25 per cent. in 1933. During 
the past year British semi-products rose in price, and the 
import of Continental billets and bars has been resumed 
on a fairly large scale. Sheet and tin-plate bars have risen 
since October, 1933, from £4 15s. to £5 7s. 6d., delivered 
works. Continental tin-plate bars may be obtained, 
delivered South Wales at 10s. below latter figure. 


Tue Motor Inpustry. 

Now let us turn to an industry which has shown a 
very considerable development. The British motor manu- 
facturing industry has made considerable headway of 
recent years. 


The following table indicates the progress made :— 


The following figures show the serious decline in our 
income from shipping, overseas investments, and com- 
missions on foreign financial transactions :— 

(In Million £’s.) 
1928. 1929. 1930. 1931. 1932. 1933, 
Net National 

Shipping* .. 
Net Income from 

Overseas In- 

vestments .. 285 170 
Commissions ,. 65 55 30 


130 6130 105 80 70 65 


145 


25 
240 


*Including disbursements by foreign ships in British ports. 
The prospects for 1934, however, seem favourable for 
a greater income from overseas investments. 
It is obvious that British trade cannot be in a really 
satisfactory position until world trade revives, and when 


British Production and Foreign Trade in Motor Cars. 


Production (a). 


Commercial 
Vehicles. 


Private 


158,997 
171,244 
220,775 
255,000 


26,180 
38,792 
23,210 
19,032 
31,805 
41,078 
29,404 (c) 


(a) Year ended September 30th ; (b) Estimated ; (c) Eight months. 


‘ The motor industry is, of course, still a “ young” 
industry, and the margin between effective and potential 
demand is considerable. 

INVISIBLE Exports. 

In a lecture delivered in 1932, when dealing with our 
adverse trade balance, I stated that the decline in income 
-from shipping, overseas investments and financial opera- 
tions abroad was far more serious than the increase in the 


adverse balance of commodity trade. 


we realise that world trade in 1933 was just one-third 
of the volume of 1929—35 per cent. actually—we can 
appreciate the difficulty which faces a great exporting 
country such as ours. 


Tue NATIONAL INCOME. 

Although no accurate figures can be obtained as to the 
national income, that is, the aggregate incomes of the 
whole of the inhabitants, and even if they could we should 
have to bear in mind the distribution of that income as an 


_ SS a 
aS ::00vlv0?—@O—————<—<X«§€FKas—O—a_@nDnwnnunuuuqmwmmSejSe‘“SSaowqo@ggyqa“caNGoawaws=s=—_ea—eee—eeeeeeeeee”@ 
ae 
a: 
ly A 
Jan.-Aug., 
1932. 1933. 1934, 
xe ie a +o 297.8 343.8 491.3 
- aa ae ** 438.5 583.6 736.6 
ue wise — ‘i 369.0 434.6 527.7 
or ae as my 13.1 10.1 9.8 
= és és - 61.6 26.2 36.6 
- ~ ae re 44.2 35.1 37.0 
ae dit ie e* 132.8 81.0 117.3 
| | | | 103.0 99.2 103.6 
157.3 160.2 178.5 
an | | p 14.1 6.0 7.0 
ke 100 119 137 
ee 
a 480 445 380 280 | 250 
ee ee 
eee 
Exports. 
Period. Cars. p | Private Commercial Im _ 
b va’ mm po 
i Cars. Vehicles. all Cars. 
ee Number. Number. Number. Number, Number. 
1928 oe 165,352 46,525 6,360 32,1538 
1929 os 182,347 56,458 8,219 37,785 
1930 so Ff 169,669 66,859 6,543 11,279 
1981 eit 67,310 5,610 38,612 
19382 ae 61,475 8,381 3,031 
19388 iw‘ 65,508 10,673 3,971 
1984 (b) .. 76,000 7,565 (c) — 
eee 
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important factor in the nation’s well-being, yet in con- 
sidering the position of the country we must take into 
consideration estimates which have been made of the 
national income. Mr. Colin Clark, in the September issue 
of the Economic Journal, has made some very elaborate 
calculations. 

He estimates the national income for 1981 at £3,655 
millions, for 1932—when it touched a minimum—approxi- 
mately £3,620 millions, for 1933 approximately £3,740 
millions, and he estimates that 1934 has opened at a level 
of over £3,850 millions. 

The money national income is still some way below the 
1929 level, but the real income is now practically at the 
same level, despite the loss of foreign incomes and greater 
unemployment. 

These figures support the conclusions that we have 
touched bottom, and are on the up-grade. 

The severity of the depression in America is reflected 
in the following estimates of the fall in the national 
income of that country :— 


National Income of the United States. 
Dollars, 000,000’s omitted. 
1929. 1930. 19381. 
National Income 
produced . - 83,000 70,500 54,700 38,300 39,800 


Tue British BANKING Position. 

In view of the statements made in certain directions 
that all we want is more purchasing power, that there are 
plenty of goods, and plenty of people wanting those goods, 
and the suggestion that we should alter our financial 
system, it is interesting to compare the figures of our banks 
for 1928 and 1934. 

Since 1928 there has been an increase of £85} million 
in deposits, a decline of £203.5 million in advances, with 
a consequent increase of £312 million in investments. 

These figures clearly show that the supply of credit 
has outstripped the demands of trade. Our financial 
system has stood the test, and financially we are sound. 

Prosiems Facinc Sourn WALEs. 

It is very necessary to keep a true perspective. There 
are parts where the people have faced bravely great diffi- 
culties, but neither by word nor deed should we give 
credence to the suggestion that South Wales is down and 
out. It is not true ; she has been a prosperous industrial 
centre in the past, and will be so again, but at present 
there are special problems, and it is well to recognise 
them. 

Outside of agriculture—still the largest single industry 
in the country—the three main industries of South Wales 
are coal, iron and steel, and shipping (including ship 
repairing). 

I have already dealt with some of the problems of the 
coal trade of the country generally, and also given figures 
of the export of coal. 

The following are the figures of exports of coal (cargoes 
foreign and bunkers foreign) from South Wales for a 
similar period. 


1932. 1933. 


Cargoes, Bunkers, 
Period. Foreign. Foreign. 
Twelve months to— 
December 31st, 19830 .. 23,250,000 3,500,000 
December 31st, 1931 -+- 18,000,000 3,100,000 
December 3lst, 1932 16,500,000 3,200,000 
December 31st, 1933 16,000,000 2,900,000 
Eight months to— 
August 31st, 1934 10,321,813 1,989,834 
(equal to (equal to 
15,482,719 2,984,715 
tons for tons for 
year). year). 


It is probably a right conclusion to draw that the 
British coal export trade, including South Wales, will 
never recover its former pre-eminence. 


Post-war developments have made it clear that in order 
that the industry may regain its prosperity it is essential 
that very drastic changes should be made in the produc- 
tion and marketing spheres. Some voluntary attempts 
have been made, but very little has actually been accom- 
plished. 

Coal Mines Act, 1930. 

The Coal Mines Act, 1930, was passed with the object 
of bringing about the re-organisation of the industry and 
the rationalisation of marketing. Part 1, with its minimum 
price and maximum output, has been defended by owners 
and men, but the question might well be asked if South 
Wales is not suffering in comparison with other districts. 
Are our minimum prices too high? Is it good for the 
industry that a profit can be made by not raising coal, 
but by selling the quota ? Foreign competitors know our 
lowest price, unless there are evasions, and can quote 
under us. 


It is a fact that the trade agreements which have been 
entered into between our Government and those of other 
countries have proved of little advantage to South Wales. 
The increases in the export of coal from the North-East 
coast have been practically equal to the reduction in the 
exports from South Wales. Is the agreement between 
France and this country, whereby she sends us pitwood 
in exchange for our coal proving an advantage to South 
Wales ? The question might well be asked if the present 
system of combines and amalgamations and the method 
of marketing through selling agencies is good for South 
Wales as a whole. 

The South Wales coalfields has a bad name for indus- 
trial disputes, which very materially affects the prosperity 
of South Wales. Industrial disputes have always existed. 
I was interested in reading the Life of Savonarola to note 
that as far back as the twelfth century the workers of 
Florence stood out for the principle of doing their work 
in their own homes, but surely at a time like this, when 
South Wales is fighting for its very existence, it is not too 
much to ask that both sides should recognise facts, and 
do all they possibly can for the good of the community. 


It is an indisputable fact that the disastrous strike 
of 1926—eight and a half years ago—lost the country 
orders which haye never been recovered. The point 
cannot be tuo strongly emphasised that whilst everyone 
suffers from the results of strikes, the poor suffer the 
most. 

We appreciate to-day the need for peace amongst 
nations, but peace internally, industrially, is equally as 
essential. 

But what of the future of coal? Is its reign over? 
I don’t think so. Experiments have been mare for the 
hydrogenation of coal and low temperature carbonisation. 
The two processes differ very essentially: the former 
produces nothing but liquid fuel, converting 60 per cent. 
of the weight of coal treated into motor spirit, whereas 
by low temperature carbonisation the oil which is only 
8 per cent. is a by-product, the main products being gas 
and semi-coke. 

There are also experiments in the use of pulverised 
coal. It may be that the future has in store to make the 
dust from coal, now useless, a valuable product, whilst 
experiments have been carried out with a view to making 
gas a substitute for petrol. 

Hydrogenation has passed out of the experimental 


stage, and is going to be put into operation in a large 
way. 
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We spend to-day something like £50,000,000 per annum 
on imported oil. If the extraction of oil from coal becomes 
an economic proposition, it may well revolutionise the 
coal industry, giving work to thousands of men. 

It has been argued that it would be worth while to 
pay a little more for petrol if thereby men can be put 
into employment, but, of course, the question must be 
reviewed from all angles, as it is possible that the higher 
costs of transport due to the increased price of petrol 
might outweigh the other advantages. 

But it. is certainly on these lines that our efforts must 
travel in an attempt to bring back prosperity to the 
coal trade. 

The community has the right to look to the owners 
of the South Wales coalfields to concentrate the whole 
of their energies upon scientific investigation and experi- 
ment, to recognise that prosperity may never return if we 
endeavour to. retain the former methods of using coal, 
to face the great changes which are taking place in the 
utilisation of coal, and to move with the times. 

Experiments have shown that Monmouthshire coal is 
eminently suitable for the extraction of oil. But the 
community has the right to expect Labour to recognise 
the position also, and co-operate in reducing costs in the 
production of coal. When the coal has been won from 
the earth the problem is not finished ; the coal has to be 
sold, in competition with the product of other countries, 
and one of the great problems in the South Wales coal- 
field is that our price is too high for the foreign buyers. 
If the costs could be reduced, it would increase the export 
of coal, not only employing more miners, but benefitting 
also the docks, shipping, dry docks, and many other 
commercial undertakings. Here definitely is a part for 
labour to play—not by a reduction of wages (they are 
low enough in the coalfield already)—but by co-operation 
and a greater willingness to assist. 

Shipping. 

Another serious problem facing South Wales is the 
serious decline in the demand for shipping services, 
including ship repairing. The district has depended to 
a very large extent upon shipping ; it possesses some of 
the finest docks in the country. South Wales is not 
alone in suffering from the depression in shipping ; Liver- 
pool, the North-East coast and many other districts 
have also suffered very seriously. 

The two main contributory factors to the decline in 
shipping in South Wales are (a) the large reduction in the 
export of coal; and (b) the serious decline in world 
trade. 

Ships are required mainly for the carrying of passengers 
and the transportation of goods. World trade is approxi- 
mately 35 per cent. of the 1929 volume. Tariffs, quotas, 
import restrictions, practised by practically all countries, 
prevent the flow of goods from one country to another, 
and the ships are not required. The tariffs imposed by 
this country have reduced the demand for shipping in 
South Wales. One of the first industries to suffer under 
a system of tariffs is the shipping industry. 

Until the mad desire of the various nations for economic 
self-sufficiency, all countries willing to sell but unwilling 
to buy (an impossible position), passes away, shipping 
cannot be prosperous. Meanwhile, what is the policy to 
pursue ? I feel that those responsible for the equipment 
of our docks realise that competition between South Wales 
and other districts, with a greatly diminished trade offering, 
is more fierce than ever, and it is essential that facilities 
and equipment should be kept up to the highest point of 
efficiency. 

Labour, too, has its duty to perform. The despatch 
at the South Wales ports shows that we have the facilities 


and an efficient body of labour willing to do its duty, but 
occasionally in the past restrictions have operated, and 
it is necessary to remember that if a ship loses a tide as « 
result thereof the owner, if he can avoid it, does not 
go to that port again. If there is a choice, the port with 
the despatch obtains the ship. 

Another aspect which has to be borne in mind is that 
as a result of the general depression re-organisation has 
been carried out in all industries with the object of 
increasing efficiency and reducing costs, and there have 
followed a very large number of amalgamations. The 
tendency arising out of these changes is for trade to con- 
centrate in the larger ports. 

Iron and Steel. 

Reference has already been made to the improvement 
in the iron and steel industry ; it was, however, pointed 
out that the recovery had not been shared equally by al! 
branches of the industry. At present the Welsh tin-platc 
trade has received some big foreign orders from Japan and 
Canada, but that benefits the district west of Port Talbot. 
There has, of course, been an improvement in this dis- 
trict. Whiteheads, Lysaghts and the Mannesmann works 
are busy, and the new Dowlais works at Cardiff will result 
in increased employment. It has, however, to be remem- 
bered that very considerable re-organisation has been 
taking place within the industry—it was a condition of 
the import duties being imposed—this will result in « 
reduction in the number of works—advantageous to dis- 
tricts where the continuing works are situated, but what 
other districts ? What of the Ebbw Vale works? How 
many of the problems of this district would be solved if 
Ebbw Vale could be re-started ? 


Rates. 

Another problem facing many parts of South Wales 
is the question of rates. It is a mistake to assume that 
high rates are always the result of extravagance ani 
inefficient control. These are sometimes contributory. 
nay, important factors, but often we have to remember 
that unemployment, arising perhaps from world causes. 
falls with great severity upon certain districts. The deman«| 
for relief advances rapidly, the rates go up and some 
industries move to a lower rated area. Shops and houses 
become vacant, the resources upon which rates can be 
levied diminish ; at the same time, the demand for rates 
becomes greater. It is a difficult matter; there are 
objections to the principle of levying money in one area 
to be expended in another; but I think that the future 
will see an effort to place the rates on a more national 
basis. Some element of local responsibility in the admin- 
istration of poor relief must be maintained ; the Govern- 
ment in its Unemployment Act has recognised the principl« 
that the maintenance of the unemployed should be « 
national and not a local charge. 

The Setting Up of New Industries. 

One of the phenomena which have arisen since the 
War has been the trek of industries from the North 
and West of England to the South and East. I believe 
that change is now slowing up. 

A district which depends upon one or even a few mail) 
industries is bound to suffer severely if those industrie- 
are depressed, and South Wales must tackle the problen: 
of establishing new industries. 

The main requisites which the entrepreneur would 
demand before establishing an industry in a locality would 
be :— 

(a) Suitable sites for works. 

(b) Good communications (road, rail and water). 

(c) Access to raw materials. 
(d) Supply of efficient labour. 
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(e) Low, or at least reasonable, rates. 

(f) Adequate supply of water, electricity and gas at 
reasonable cost. 

All of these this district can supply. 


The Distressed Areas Bill. 

Frankly, I do not think that the Government's Bill 
for relieving the distressed areas goes far enough to make 
a real contribution to the problem. Relief schemes of a 
temporary nature I am not advocating—they would 
ultimately probably do more harm than good—but in 
the consideration of the problem there must be a systema- 
tic attempt to settle new industries in those areas and 
to re-open industries now closed. 

Cardiff and Newport are not distressed areas; they 
are not so scheduled. But I think that a strong case 
can be made out for obtaining Government co-operation 
in certain directions. 

Formerly, trade in this country was comparatively 
free, and those responsible for the carrying on of industry 
were free to take the necessary steps for the maintenance 
of their undertakings and the establishment of new enter- 
prises. In 1932, this country changed its fiscal policy ; 
whether a government can by legislative action increase 
the trade of a country is still open to argument, but 
undoubtedly a government can, by tariffs, quotas and 
import restrictions, alter or change the flow and direction 
of trade and commerce. The Government brought in 
their legislation for the benefit of the country as a whole ; 
certain districts have benefitted as a result. 

It can be proved that this district has so far derived 
very little benefit ; in certain instances the result has 
been a negative one. Therefore, inasmuch as this district 
is one which has suffered for the benefit of the country as 
a whole, there does appear to be a duty imposed upon 
the Government of giving its aid to this district, and the 
following are three suggested forms :— 

(a) Assistance for the setting up of new industries in 

the district. 

(b) To enter into trade agreements with countries 
which would be of definite benefit to South Wales, 
e.g., Italy and South Wales coal. 

(c) Inasmuch as the various Government Departments 
are large buyers of goods, an allocation should be 
made ensuring that a proportion be purchased from 
South Wales. 

Individual Effort. 

I believe throughout the country that recovery will 

come, mainly through the effort of the individual. 


** How few of all the ills that men endure 
Are those which Kings or Governments can cure.” 


The position should be explored, with the object of 
setting up new works with local capital. It would, of 
course, be necessary first to ensure that there was a 
reasonable probability of a market. Recently I inspected 
a large electrical engineering works at Norwich. They 
were very busy with several large orders, one amounting 
to £55,000 for the Queen Mary. Electricity is a rapidly 
developing industry, and I thought then, why could not 
a similar works be established in Newport ? 

For the establishment of new works we must have the 
spirit of optimism within us. Cry “ wolf” too often, 
make a parade of poverty, and no investors—local or 
otherwise—will be prepared to invest. 


CONCLUSIONS. 
Now, what are our conclusions ? There was practically 
unanimity amongst economic observers that early in 1934 
there were signs of improvement from the lowest depths 


of the long depression. I think we can say that this 
country at the present time is better off than any other. 
But we are dependent upon conditions throughout the 
world. Whether national recovery in important countries 
ean be carried through without further disturbing the 
balance of international relations, how far such improve- 
ment in the various countries is based upon advantages 
in the home or other markets which may prove temporary, 
we cannot yet say. There are many difficulties yet to be 
overcome. America is still far from being out of her 
troubles. Exchange restrictions operate in many countries. 

Our industrial recovery has undoubtedly steadily pro- 
ceeded from the third quarter of 1931 onwards. There 
will be much controversy as to how far that recovery was 
caused by the policy of cheap money, by exchange depre- 
ciation, by domestic deflation, the stoppage of foreign 
lending, the new protectionism, or other causes. Person- 
ally, I consider that the biggest single factor was our 
going off the gold standard and the advantage which 
accrued therefrom to our export trade. Not that our 
exports show a big increase, but it stemmed the decline. 
But that advantage has diminished, and will diminish 
as other countries depreciate their currencies. 

Our greatest recovery is in the home markets, and, as 
the President of the Board of Trade pointed out recently, 
there is the danger that saturation point will be reached 
there. 

Our industrial production over the last three years 
is increasing ; the unemployment figures show a decline— 
there are more men at work. 


Industrial Production in the United Kingdom. 
JUNE, 1932, To JUNE, 1934. 


Decline in Unemployment Figures in the 
United Kingdom. 
Base, third quarter, 1932= 100. 
1932. 1933. 1934. 
3 4 1 2 8 @ 1 2 


100 104 107 95 89 88 89 8680 


Quantum of Imports and Exports of United 
Kingdom. 


Base, 1929= 100. 
Imports. Exports. 
1930. 1931. 1932. 1933. 1930. 1931. 1932. 1933. 
98 101 88 90 82 63 63 64 


It is interesting to note that the increased import of 
raw materials was not reflected during 1933 in corre- 
sponding increases in the quantum exports. This pheno- 
menon is common to all the leading industrial countries 
with the exception of Japan, and it may be due in part 
to the replenishment of stocks, but it reflects also the 
greater development of the home as distinct from the 
foreign markets. It is a natural corollary to the restric- 
tion of foreign lending, and is due in part also to the 
increased effectiveness of protective policies. 

One notices on every hand tendencies towards more 
and more government restrictions and regulations. Many 
and loud are the advocates for outside control. It was 
not the way in which commerce was carried on in the 
past. I am doubtful if it is going to be an effective 
solution of our problems in the future. The fact seems 
to be overlooked that a point is reached where control by 
outside agencies must cease and enterprise begin. 
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In past depressions, after a fairly long and perhaps 
painful process of reconstruction and stabilisation, busi- 
ness enterprise could count upon renewed opportunities 
of profit under similar conditions which prevailed before 
the depression began. At the present time, for good or 
ill, business enterprise emerges from its re-adjustments 
to find an entirely different situation confronting it. 
There is the uncertainty regarding the future course of 
exchanges, with all the resultant trade restrictions. On 
the other hand, positive government policies of regulation 
and control, however justified they may eventually prove 
to be, render the outlook for recovery more doubtful. 
Laissez faire, private enterprise, free trade, individual 
profit and other cries of the nineteenth century are un- 
popular to-day. We have in their place such economic 
conceptions as a just price, fair wages, destructive competi- 
tion, balanced trade, curiously reminiscent of medizval 
economic controversies, but indicative of a changed 
economic environment. 


This demand for control will pass; the question is 
when, but it will certainly be the vogue for a period. One 
does not hear as much about rationalisation now as we 
did a few years ago. Plan by all means, but plan from 
within. Be efficient certainly ; but a Government regula- 
tion will not make a hen lay an additional egg, or a 
cow give an extra pint of milk. 


It is popular to-day to laugh at the economist, to say 
that economic laws alter so quickly, yet most of the ills 
from which we suffer to-day are due to the disregard of 
fundamental economic laws. 


The people of this country have always prided them- 
selves upon their hard-won liberties. To-day in many 
countries we see those liberties of the people suppressed 
and dictatorships in various forms taking their place. 
There are those who think that eventually this country 
will follow suit. That can only come about as a result 
of indifference. Providing we take a keen, alert, intelli- 
gent interest in affairs, not leave things to the other fellow 
too much, providing we think for ourselves, we shall retain 
our free constitution. England has never had a healthy 
climate for dictators. But we must remember that 
liberty does not mean licence, that we must be ready to 
safeguard the liberties of others as well as our own. 

There are also those who are perplexed with modern 
tendencies, who see the impending collapse of civilisation 
as we now know it. The history of our country during the 
past 20 years seems to indicate that the old characteristics 
of the race are still prevalent, that our people are never 
better than when faced with a crisis. 

There are those who condemn capitalism, who say that 
uader the present system there can be no real recovery. 
I want to ask them if they are co-operating as they might. 
Because they say they do not believe in the present system, 
are they putting difficulties in the way ? Are they quite 
sure that under a different system that the vast majority 
would be as well off even as they are to-day ? 

Whilst it would be idle to claim that all is well, I think 
we can say that whenever a really serious issue arises, 
the heart of Britain is still sound. And when we hear of 
conditions in other countries we are proud to be Britishers, 
and more than that, grateful that we live in this country. 

History does not repeat itself, but there are parallelisms. 
Comparison is often made with present-day European 
civilisation and the Roman civilisation. Modern opinion 
inclines to the view that it was not the pressure from the 
barbarians which in the first place led to the fall of the 
Roman Empire, but decay from within. We want to 
remember that the only country which can bring about 
our downfall is Britain herself. 


Rebiews. 


The Incorporated Students’ Telephone. By the 
Directors and Tutors of H. Foulks Lynch & Co. 
London: H. F. L. (Publishers), Lid., 19, Fenchurch 
Street, E.C.3. (92 pp. Price 2s. 6d. net.) 

The fiftieth issue of this publication contains the ques- 
tions set at the Intermediate and Final examinations of the 
Society of Incorporated Accountants and Auditors held 
in November last, together with model answers. A subject 
index at the beginning affords a ready means of reference 
to any particular matter, and a study of the model answers 
by prospective candidates will be well repaid. On the 
other hand, those who were candidates at the examina- 
tions will find it instructive to compare their own answers 
with those given here. 


Architects’ Accounts. By Oswald M. Brown, F.C.A. 
London: Gee & Co. (Publishers), Lid., 6, Kirby 
Street, E.C. (120 pp. Price 7s. 6d. net.) 

This is a useful book on a subject which has received 
very little notice in the past. The system of book- 
keeping is fully explained, and specimen rulings of the 
books recommended are given. After discussing the 
general principles, the author deals with the basis of 
charging, the method of recording time, and the keeping 
of the client’s ledger, which has a rather elaborate ruling. 
The subsidiary books and the private ledger are also 
brought under review, followed by a pro forma profit and 
loss account and balance sheet. The appendix contains 
the revised scale of professional charges issued by the 
Royal Institute of British Architects. 


Economics for Commercial Students and Business 
Men. 11th Edition. By Albert Crew. London: 
Jordan & Sons, Ltd., Chancery Lane, W.C. (464 pp. 
Price 5s. net.) 

The first edition of this work was issued as long ago 
as the year 1914, and having gone through ten editions 
in the meantime, it is now well known. It covers the 
whole field of economics in its application to commercial 
affairs, including production, consumption of wealth, 
distribution of wealth and international trade. Other 
sections deal with the mechanism of exchange, and com- 
binations of capital and labour. Each chapter is followed 
by a set of questions to test the knowledge of the reader, 
whilst the appendix contains selections of examination 
questions set by accountancy bodies and the London 
Chamber of Commerce. 


*‘Rampart’’ Monthly Audit Programme. By H. 
Rainsbury, F.S.A.A. London: Alfred H. Atkins, 
27-28, Fetter Lane, E.C.A. 

This is a pocket notebook ruled for the purpose of 
recording the work done in carrying out an audit at 
monthly, quarterly or other intervals. It is designed to 
show the detailed work which has been done on the cash 
book, wages book, purchase and sales books and ledgers, 
so that when a clerk takes up a new audit he can see 
precisely what has been done in the past. Space is 
provided for notes and queries and for observations relating 
to income tax. The notebook will be found useful for 
small audits. 


Key to Accountancy. By William Pickles, F.C.A., 
A.S.A.A. London: Sir Isaac Pitman & Sons, Lid., 
Parker Street, W.C. (380 pp. Price 12s. 6d. net.) 

The word “ Accountancy” in the title apparently 
refers to a previous book by the same author, entitled 

** Accountancy,” and the present publication contains 

the answers to the questions appearing in that publica- 

tion. The answers are worked out in full detail, and 
cover a wide field, including such subjects as self-balancing 
ledgers, depreciation, goodwill, detection of errors, tabular 
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exchange, hire-purchase trans- 


book-kee i > forei 
i oe. balance sheets, &c. 


actions, consolida’ 


Income Tax in Canada. A pamphlet prepared for the 
Joint Committee on Internal Revenue Taxation of the 


Congress of the United States of America, and published 
by the United States Printing Office, Washington. 

To those interested in Canadian income tax matters 
this pamphlet contains a good deal of useful information, 
including the scope and rates of the tax, particulars as 
to exemptions and abatements, income from estates 


and trusts, and appeals and 


Solicitors’ Accounts. By Ernest E. Spicer, F.C.A. 
London: H.F.L. (Publishers), Ltd., 19, Fenchurch 
Street, E.C.3. (64 pp. Price 5s. net.) 

Several books on this subject have already appeared, 
but readers will find in this publication a very clear 
explanation of the accounts required to comply with the 
provisions of the Solicitors Act, 1933. After explaining 
the working of the different books of account recom- 
mended, a practical illustration is given showing a com- 
plete set of entries passing through the various books 
and culminating in the profit and loss account and balance 
sheet. Different rulings of cash book are suggested for 
large and small businesses. 


and Answers on Costing. By George R. 
Glover, F.C.1.S. London: The Gregg Publishing Co., 


As indicated in the title, this book consists purely of 
questions and answers, and is therefore supplementary 
only to the ordinary text-books on the subject. The 
book is useful not only in providing the substance of the 
answers, but also in showing how they should be set out. 
The questions deal mainly with the general principles 
underlying the various costing systems, and are 
based upon examination questions set from time to time 
by public and professional bodies. 


Private Companies : Their Management and Statu- 
tory Obligations. 3rd Edition. By Herbert W. 
Jordan and Stanley Borrie. London: Jordan & 
Sons, :- Chancery Lane, W.C.2. (206 pp. Price 
5s. net. 


Directors and secretaries of private companies will find 
in this manual much useful information, conveniently 
condensed and well classified. The whole range of the 
duties and responsibilities of those responsible for the 
management and control of a private company is brought 
under review from the standpoints of directors, secretary 
and auditors, including procedure at meetings, alterations 
of capital, annual accounts and returns, and documents 
to be | with the registrar of companies. In the con- 
cluding chapter a list is given of the documents requiring 
registration, with the prescribed times for lodging them 
with the registrar of companies. There are also set out the 
official numbers of the various forms, the officers whose 
Signatures are accepted by the registrar in each case, and 
the sections of the Companies Act imposing the respective 
obligations. 


Building Society Practice. By G. S. Riley, B.Com. 
London : Macmillan & Co., Ltd., St. Martin’s Street, 
W.C.2. (230 pp. Price 10s. 6d. net.) 

This book constitutes a very complete treatise on the 
subject of Building Societies, both as regards their general 
organisation and the conduct of their business. Each 
department is discussed in a separate chapter, including 
the *s department, cashier’s department, share 
department, deposit department, mortgage department 
and accountant’s department. There is likewise a 
chapter on income tax, and another with the 
audit, whilst the appendix contains the prescribed form 
of accounts and a copy of the special income tax arrange- 


ment with the Inland Revenue. Specimen rulings are 
iven of the share ledger, mortgage ledger and various 
rms and records. 


Elements of Costing. By G. R. Glover, F.C.I.S., and 
R. Glynne Williams, A.C.A. London: The Gregg 
Publishing Co., Ltd., 51, Russell Square, W.C.1. 
(220 pp. Price 5s. net.) 

The object of the authors of this book is to provide a 
guide to the theory of costing and the application of the 
principles of cost accounting. The different methods of 
costing are explained, also the use of control accounts 
and the construction of graphs and charts. The different 
stages of costing are discussed sectionally, but there is a 
lack of co-ordination in showing the working of the costing 
system as a whole. At the same time the book contains 
some useful information. 


CLAIM FOR DOCUMENTS IN AUDITORS’ 
POSSESSION. 


Judgment that documents in the possession of a former 
accountant actually formed part of the accounts of the 
business of Collins & Godfrey, builders, of Tewkesbury, 
was given by Mr. Justice Luxmoore in the Chancery 
Division. 

The action was brought against Mr. Lockington Arthur 
Bayfield, of The Leys, Malvern, Worcestershire, formerly 
member of the firm of Bayfield & Bayfield, accountants, 
the plaintiff being Mr. Francis William Godfrey, of Den- 
hurst, Church Road, St. Mark’s, Cheltenham, owner of 
the business of Collins & Godfrey. Mr. Collins claimed 
a declaration that documents in the possession of the 
defendant, and alleged to constitute the private ledger of 
the plaintiff’s firm were the property of the plaintiff. 

This was denied by Mr. Bayfield, who contended that 
the documents were prepared by himself for his use in the 
course of his duty as an independent accountant. 

Sir Gerald Hurst, K.C., for the plaintiff, said that Mr. 
Bayfield was employed for many years as an accountant 
by his client’s firm. He retained the documents in the 
case when he ceased to practise in 1930, claiming that 
they were his own property. 

The accounts of Collins & Godfrey, continued Counsel, 
were kept for many years in a primitive single entry 
system, and Mr. Bayfield converted it, in substance, into 
a double entry system. The documents sued for were 
necessary for a proper understanding of the firm’s business. 

Mr. Godfrey, in the witness box, said that other than 
a partners’ personal ledger, he had never seen a private 
ledger of the firm, and he had no exact knowledge of the 
work done by Mr. Bayfield. 

Cross-examined by Mr. W. P. Spens, K.C., for the 
defendant, he agreed that after the annual audit, Mr. 
Bayfield submitted the balance sheet and trading account 
and wrote them up in the private books of the partners. 

Mr. Walter Henry Jones, a book-keeper employed by 
the firm, gave evidence that the private books of the 
partners contained a number of entries marked “ Trans- 
ferred to private ledger.” These were made at the 
direction uf Mr. Bayfield. 

Mr. Spens submitted that Mr. Bayfield was employed 
each year purely to audit the accounts and prepare the 
balance sheet and trading account. These, as had been 
stated, were entered in the partners’ private books, and 
all that was omitted was the writing up of the same 
figures in a private ledger. 

The defendant told the Court that his work for the 
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firm consisted of making yearly abstracts from the books 
with the sole object of extracting such information as 
would enable him to make up the profit and loss account 
and the balance sheet. 

All entries, he continued, which were marked in the 
books ‘* Transferred to private ledger,”’ indicated that the 
amount in question had been transferred to the debit 
transfer column of a private ledger sheet he kept. 

Mr. Justice Luxmoore said he could not understand 
what all the trouble was about, and why it was objected 
to handing the papers over. If Mr. Bayfield felt he wanted 
to keep the originals, he could have given copies to the 
plaintiff. 

‘“* It seems to me perfectly silly on both sides,” he said, 
**to have incurred the cost of these proceedings.” 

Giving judgment, his Lordship said the subject matter 
of the action seemed to be of a most trivial nature. He 
thought it was impossible for the defendant to say that 
the private ledger sheets were not in fact part of the 
books of the firm. He therefore ordered the delivery of 
these particular sheets to the plaintiff, and the defendant 
to pay the costs. 

Mr. Bayfield could, if he desired, retain copies of the 


documents. 


ACTION FOR LIBEL. 


In the King’s Bench Division, before Mr. Justice 
Macnaughten and a special jury, Mr. Cyril Shipley 
Goddard, Chartered Accountant and the senior partner 
of Messrs. Arthur Goddard & Co., of London Wall, claimed 
damages against Mr. William Eton Bussey for libel 
arising out of the voluntary liquidation of George G. 
Bussey & Co., Limited, sports outfitters, of which 
defendant was chairman and managing director. 

After the failure of Bussey & Co., in April, 1932, Mr. 
Goddard was appointed joint liquidator with the 
defendant. 

Mr. G. O. Slade, Counsel for Mr. Goddard, explained 
that, owing to his conduct in connection with the liquida- 
tion, the defendant was removed by an order of the 
Chancery Division from his position, and later went to 
prison for contempt of court. The present action was 
the culmination of a campaign of persecution to which 
the plaintiff had been subjected. In May, 1934, by post- 
cards addressed to Mr. Goddard at his office, c/o his 
solicitors and c/o the Institute of Chartered Accountants, 
and by circular letters sent to shareholders of Bussey 
& Co., defendant had libelled the plaintiff by imputing 
that he had been guilty of unprofessional conduct. 
There was no truth whatever in the allegations, and 
plaintiff brought the action to put an end to the defend- 
ant’s campaign of libel. 

Defendant appeared in person, and pleaded justifica- 
tion. 

After the evidence had been given, Mr. Justice 
Macnaughten, summing up, said that trouble seemed to 
have arisen as Mr. Goddard and the defendant could 
not see eye to eye as to the best way of realising the 
company’s assets. In view of his subsequent conduct, 
the defendant was evidently a difficult man to work 
with, and there was no evidence to support his plea of 
justification. 

The jury awarded the plaintiff £250 damages, and 
_ judgment was entered accordingly with costs. 

His Lordship also granted the plaintiff an injunction 
‘restraining the defendant from repeating the libel. 


Scottish Notes. 


(FROM OUR CORRESPONDENT.) 


Scottish Council. 

A meeting of the Council of the Scottish Branch of the 
Society was held in Glasgow on the 15th ult. There 
were present Mr. J. Stewart Seggie, President (in the chair), 
Mr. W. Davidson Hall, Vice-President ; Mr. W. J. Wood. 
Perth ; Mr. W. L. Pattullo, Dundee ; Mr. D. R. Matheson, 
M.A., LL.B., Edinburgh ; Mr. Wm. Houston, Mr. E. Hall 
Wight, Mr. P. G. S. Ritchie, Glasgow; Mr. Archibald 
Macintyre, J.P., Hamilton, and Mr. James Paterson, 
Secretary. 

Apologies for absence were intimated from Dr. John 
Bell and Mr. R. T. Dunlop, Vice-Presidents ; Mr. D. Hill 
Jack, J.P., Mr. Alexander Davidson, J.P., Mr. John A. 
Gough, and Mr. E. Mortimer Brodie. 

Reports were submitted by the Secretary on a number 
of matters relating to the activities of the Society and 
particularly on questions affecting the interests of mem- 
bers in Scotland. It was reported that three successful 
meetings had been held of the Glasgow members jointly 
with members of the Glasgow Students’ Society since last 
meeting of Council. 

A number of applications and inquiries were rted 
and variously dealt with. - _ 

A donation of £1 1s. from Mr. Walter MacGregor for 
the Library, or otherwise as the Council may direct, was 
received, and Mr. MacGregor cordially thanked for his 
continued interest in the Branch. 


Glasgow Students’ Society. 

A meeting of Glasgow members along with the Glasgow 
Students’ Society was held on February 8th in the Scottish 
Constitutional Club. 

Mr. W. Davidson Hall, F.S.A.A., who presided over a 
large attendance, was supported by Mr. P. G. Ritchie, 
F.S.A.A., Mr. E. H. Harris, A.S -, and Mr. James 
Paterson, Secretary of the Branch. 

Mr. Ernest Colman, F.C.I.S., Secretary to the Burmah 
Oil Co., Limited, delivered an address on ‘“*‘The General 
Duties of a Company Secretary.” In the course of his 
address Mr. Colman said that the Secretary and modern 
industry were very closely related, and the rapid growth 
and extension of the joint stock company had led in turn 
to an ever-increasing mass of legislation, the effect of 
which was to impose fresh duties and responsibilities on the 

. On the other hand, of course, the mere fact 
that the secretary was being made responsible for so many 
statutory requirements tended to make his position more 
important, and more secure in modern industry. The 
Companies Acts and other legal enactments gave the 
company a definite status, but that was merely 
in reference to the Acts themselves and the things which 
he must do, the things which he may do, and the things 
which he may not do. Apart from these he made his 
position for himself, and there were very few activities in 
the modern company in which the secretary had not an 
important part. 

Mr. Colman discussed at considerable length the relation 
of the company secretary to the auditor, the works adminis- 
tration, and to the Directors. The statutory duties imposed 
upon the secretary by the Companies Act, 1929, were 
stated, and the duty of the secretary with regard to 
transfers and registration explained. Mr. Colman ap- 
proved, in the case of important companies with a large 
body of shareholders and frequent transfers of shares, of 
the audit of the share transfers and register, and also the 
audit of allotments. 

On the motion of the Chairman, a very cordial vote of 
thanks was accorded to Mr. Colman for his address, and 
on the motion of Mr. P. G. S. Ritchie a similar compliment 
was given the Chairman for presiding. 
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THE PRACTICAL DEVELOPMENT OF 
THE PROFESSION. 


At a luncheon of members of the Society held in the 
Central Station Hotel, Glasgow, on Friday, 15th ult., 
an address on the above subject was given by Mr. W. 
Bertram Nelson, F.S.A.A., Liverpool. Mr. J. Stewart 
Seggie, F.S.A.A., President of the Branch, presided over a 
large attendance, and was supported by Mr. D. Norman 
Sloan, B.L., C.A., Secretary of the Institute of Account- 
ants and Actuaries, Glasgow, Mr. J. D. Wink, Joint 
General Manager, Union Bank of Scotland Ltd., Glasgow ; 
Mr. James Ledingham, M r, North of Scotland Bank 
Ltd., Glasgow ; Mr. Ernest Colman, >» Burmah 
Oil Co., Ltd.,; Mr. W. Davidson Hall, F.S.A.A., Vice- 
President; and Mr. James Paterson, of 
the Branch. Apologies for absence were intimated from 
Mr. Wm. H. Goff, C.A., President of the Institute of 
Accountants and Actuaries, Glasgow; Mr. Horace A. 
Gifford, Secretary, Glasgow Stock Exchange ; Dr. John 
Bell and Mr. Robert T. Dunlop, Vice-Presidents ; Mr. 
Anthony C. McMillan, C.A., City Chamberlain, Glasgow ; 
Mr. J. D. Imrie, M.A., B.Com., F.S.A.A., City Chamber- 
lain, Edinburgh, and others. 

The Chairman, in introducing Mr. Nelson, referred to 
him as one of the younger members of the Society who had 
been most energetic in bringing suggestions before the 
London Council, some of which, such as the post uate 
Course at Cambridge, had been adopted, while other 
suggestions were under consideration. It gave the Scot- 
tish Council much pleasure in taking advantage of Mr. 
Nelson's visit to Scotland to entertain him, and to hear 
his views on the important subject of the Practical 
Development of the Profession. 

Mr. Nelson said he considered it a great honour to be 
asked to address the members of the Scottish Branch, and 
he had readily complied with Mr. Paterson’s suggestion 
that he should speak to them for a little on some matters of 
professional interest. 

It was interesting to note, said Mr. Nelson, the growth 
of the profession in recent years. During the last ten 
years, the number of those engaged in the profession in 
the United Kingdom had increased by 38 per cent., a rate 
of growth which had been fully reflected in the oppor- 
tunities and responsibilities of professional accountants. 

alone among the professions, however, Mr. 
Nelson proceeded, accountancy was unregistered, and thus 
anyone might begin practice as a public accountant without 
regard to experience or status. The suggestion had often 
been made that a Government registration authority 
should be set up, and that certain work, such as public 
company and Friendly Society audits and income tax 
appeals, should be confined to accountants approved of 
by that body. Such an arrangement, however, would 
involve a grave loss of independence on the part of the 
professional societies, while, in any case, at least 95 per 
cent. of large public company and Friendly Society audits 
were already in the hands of Chartered and Incorporated 
Accountants. 

As regarded professional education, he that 
inereasing co-operation with Universities was desirable so 
that eventually the normal course of entry into the pro- 
fession might be through an Economic or Commerce Degree. 

Another feature of the past few years had been the 
marked tendency of the larger firms of accountants to grow 
at the expense of the smaller practitioners, who had been 
adversely affected by amalgamations and the centralisa- 
tion of finance in London, But the small firm had great 
advantages where the accountancy work was of a highly 
personal character, and this personal relationship was 
highly valued in many instances by the private trader. 

_Mr. Nelson also urged that the accountant should take 
his part in business research, and he mentioned that for 
this purpose a research committee had just been set up b 
the Society of Incorporated Accountants to consider su 
matters as professional technique and the use of statistical 
methods in commerce. 

After a reference to the encroachments on the work of 
professional accountants sometimes by solicitors and more 


particularly by the joint stock banks, in connection with 
income tax and other accoun work, Mr. Nelson 
mentioned various matters in which the Liverpool Society 
had interested themselves, such as a Consultative Commit- 
tee, and a suggestion that an accountant should be avail- 
able for small insolvent traders very much in the same 
way as what is known in England as the “ poor man’s 
wyer.” 

At the conclusion of Mr. Nelson’s address, the Chairman 
said they had listened to it with very great interest and 
pleasure. Members of the London Council knew Mr. Nelson 
as one who endeavoured to keep them up to date with 
his suggestions. He was not sure if he with what 
was said about the small insolvent traders’ accountant to 
assist in winding up apparently hopelessly insolvent small 
shopkeepers, as sometimes all that a small trader required 
was someone to guide him to a moderate prosperity, 
rather than to assist him in being wound up. After 
referring to a number of the matters mentioned by 
Mr. Nelson, the Chairman said that the meeting was 
open for any remarks. 

Mr. Ledingham said that he did not think the Scottish 
bankers were so keen in doing accountancy or income tax 
work. They were quite willing to assist their customers 
in any way, but they had no wish to take up work which 
properly belonged to the accountancy profession. 

Mr. Sloan said that it gave him very great pleasure to 
attend the luncheon and listen to Mr. Nelson’s address. 
He had referred to the training of apprentices and to a 
closer relationship with the Universities. In Glasgow 
his Institute was fortunate in being able to arrange a 
course of training more or less connected with University 
Classes, and to have special classes in other subjects for 
the training of their apprentices. He thought some of 
the suggestions made by Mr. Nelson were well worthy of 
fuller consideration. 

Mr. Ernest Colman and Mr. P. G. S. Ritchie also spoke, 
expressing pleasure at the interesting address given 
by Mr. Nelson. 

In concluding the business, the Chairman moved a very 
hearty vote of thanks to Mr. Nelson for his address and 
expressed the pleasure which the Council of the Scottish 
Branch had had in entertaining him. Mr. Nelson suitably 
replied. 

On the motion of Mr. James Paterson, a hearty vote of 
thanks was given to the Chairman for presiding. 


Potes on Legal Cases. 


[The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B. :— 

T.L.R., Times Law ; The Times, The Times 
Newspaper; L.J., Law Journal; L.J.N., Law Journal 
Newspaper ; L.T., Law Times ; L.T.N., Law Times 
Newspaper ; S.J., Solicitors’ Journal ; W.N., Weekly 
Notes ; S.C., Session Cases (Scotland) ; 8.L.T., Scots 
Law Times ; 1.L.T., Irish Law Times ; J.P., Justice of 
the Peace (England) ; L.G.R., Knight's Local Govern- 
- Reports ; B. & C.R., Bankruptcy and Company 
‘ases. 
The other abbreviations used in modern reports are H.L., 
House of Lords ; A.C., Appeal Court (House of Lords and 
Privy Council ); C.A., Court of Appeal; Ch., Chancery 
Division ; K.B., King’s Bench Division; P., Probate, 
Divorce and Admiralty Division ; C.S., Court of Session 
(Scotland) ; J., Mr. Justice (King’s Bench or Chancery) ; 
L.J., Lord Justice ; L.C., Lord Chancellor ; M.R., Master 
of the Rolls; N.I., Northern Ireland; P., President of 
Probate, Divorce and Admiralty.] 


COMPANY LAW. 
In Re Yagerphone Limited. 
Liquidation and Fraudulent Preference. 
Bennett (J.) held that where a receiver is appointed 
out of Court on behalf of a debenture holder, and the 
company shortly after goes into liquidation, the fact 
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that the liquidator is entitled to recover a payment made 
by the company before the appointment of the receiver 
on the ground that it was a fraudulent preference, does 
not necessarily entitle the receiver to claim the money 
from the liquidator. 

(Ch. ; (1935) L.J.N., 115.) 


INSOLVENCY 
In Re Samuels. 
Execution and Right of Re-entry. 

Farwell (J.) held that where a judgment creditor has 
withdrawn an execution, reserving the right to re-enter, 
he is entitled to retain sums paid to him by the debtor on 
account of the amount due to him before the bankruptcy 
of the debtor. 

(Ch. ; 1935, L.J.N., 29.) 


REVENUE 
Mackenna vy. Eaton Turner. 
Residence in England, Employment Abroad. 

Singleton (J.) held that a person having a residence 
in the United Kingdom is assessable to income tax in 
respect of his earnings, although his employment is carried 
on abroad. 

(K.B.; (1935) L.J.N., 46.) 


Owen’s Executors v. Inglis. 
Voluntary Pension. 

An official of the London & South Western Railway Com- 
pany retired in 1911, and was granted, by way of addition 
to his pension from the company’s superannuation fund, 
a further allowance payable during the pleasure of the 
directors. In 1923 the per & South Western Railway 
Company was absorbed, together with other companies, 
by the newly formed Southern Railway Company, and it 
was provided by Statutory Rules and Orders that persons 
who had been members of superannuation funds of the 

ited companies should be entitled to the same 
benefits, rights and privileges as they would have been 
entitled to if the amalgamation had not taken place. 

It was held that the further allowance was, after the 


amalgamation, as before, a voluntary payment. 
(K.B.; (1934) 18 T.C., 375.) 


Denny v. Reed. 
Basis of Assessment. 

The appellants were employees of a firm of stock- 
brokers. In addition to their salary of a fixed amount, 
they both received from the firm for each of the years 
1927-28 and 1928-29 the sum of £3,000; for the year 
1929-30 they received the sums of £310 and £500 respec- 
tively. These additional sums,*which were deducted’ as 
expenses in arriving at the firm’s profits for income tax 
purposes, were paid to the appellants’at the sole discretion 
of the partners. 

The appellants were assessed to income tax under 
Schedule E in respect of these additional payments, for 
the year 1927-28 on the actual amounts received for that 
year, and, for the years 1928-29 and 1929-30 on the 
amounts for the respective preceding years. The amounts 
as assessed for the three years thus exceeded the actual 
receipts of the period. appeal against the 1929-30 
assessments, the appellants contended (a) that the addi- 
tional payments were gifts, and as such not assessable ; 
(b) that, as the amounts of the assessments were in excess 
of the actual receipts, there was a double assessment ; and 
(c) that, even if the payments were assessable, Case VI 
of Schedule D provided the proper method of assessment. 

It was held that there was evidence upon which the 
Commissioners could find that the payments were assess- 
able under Schedule E; and that there was no double 
assessment. 

(K.B. ; (1934) 18 T.C., 254.) 


Attorney-General v. Llewelyn. 
Life Estate in Capital Moneys Vested in 
Deceased. 
The deceased, under a settlement, was entitled to 
certain lands and capital moneys for life with remainder 


to the defendant. By a deed of made between 
the deceased and the defendant the defendant conveyed 
to the deceased his remainder in the above lands, and in 
return the deceased conveyed to the defendant his life 
interest in the capital moneys to the intent that the life 
interest should merge in the defendant’s estate in re- 
mainder. Deceased died within three years. 

By the Finance Act, 1894, sect. 3 (1): ‘* Estate duty 
shall not be payable in respect of property passing on the 
death of the deceased by reason only of a bona fide pur- 
chase from the person under whose disposition the pro- 
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perty 

It was held that the property, the life interest, did not 
pass by reason of the purchase, because that interest 
ceased on death, and, consequently, sect. 3 (i) of the Act 
of 1894 did not apply, and that the deceased having died 
within three years of the making of the deed, sect. 11 
of the Finance Act, 1900, as amended, applied, and the 
property was deemed to pass notwithstanding its dis- 
position by the above deed. 

(K.B. ; (1935) 1 K.B., 94.) 


Browning v. Duckworth. 
Liability of Wife for Income Taz. 

By the Income Tax Act, 1918, Rule 16, All Schedules 
Rules: ‘A married woman acting as a sole trader, or 
being entitled to any property or profits to her separate 
use, shall be assessable and chargeable to tax as if she 
were sole and unmarried: Provided that the profits of a 
married woman living with her husband shall be deemed 
the profits of the husband, and shall be assessed and 
charged in his name, and not in her name or the name of 
her trustee.” 

The respondent, a married woman: living with her 
husband, resided in Egypt, but on account of the climate 
there she spent 44 to 54 months every year in England. 
The husband’s stay in England was from two to four 
months. The respondent was assessed to income tax 
for the years 1925-26 to 1929-30 inclusive on the interest 
of certain War Loan which she owned. 

It was held that as the respondent was a married woman 
living with her husband, the assessment on her, on the 
construction of the proviso to Rule 16, was bad. 

(K.B. ; (1935) 51 T.L.R., 179.) 


MISCELLANEOUS. 


Barrett v. London General Insurance Company. 
Unroadworthy Condition of Motor Car. 
A policy of insurance provided that “this policy 


“does not cover or insure against liability in respect of any 


accident whilst driving the car in an unsafe or unroad- 
worthy condition.” 

Goddard (J.) held, first, that the term “‘ unroadworthy ” 
in relation to a motor car had an analogous meaning to 
seaworthy in relation to a ship, viz, that the vehicle was 
unfit to take the road at the commencement of the 
journey; secondly, that the term “unsafe” added 
nothing to that meaning ; and thirdly, that the onus of 
proving that the car was unroadworthy lay on the 
defendants. 

(K.B. ; (1934) W.N. 220.) 


Marquis of Bute v. Lord Advocate. 
Employment in Domestic Service. 

_A man was solely employed to look after the electric 
installation at a mansion house, which work was normally 
incident of domestic employment, and outside electricians 
were employed to repair defects. 

The Court of Session held that the employed person 
was employed in domestic service not being trade or 
business carried on for the purposes of gain, and that 
he was not an employed person, and therefore not insurable 
under the Unemployment Insurance Acts, 1920 to 1932. 

(C.S. ; (1934), S.L.T. 516.) 
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